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THE achievements of the Nazi 
military war machine are well 
known. But the highly refined 
techniques of Nazi political and 
economic conquest are hardly 
understood. Yet it is through 
these techniques that the war 
machine was created, that mili- 
tary victories were consolidated, 
and that national loot and plun- 
der were developed into a mech- 
anism as efficient and ruthless 
as that devised for mechanized 
warfare. This is the first book to 
appear in the United States on 
this subject. It describes how the 
Nazis set up a mighty Economics 
General Headquarters to pro- 
mote and fulfill the tasks of their 
Military General Headquarters. 
The Spoil of Europe is divided 
into three parts. The first deals 
with the strategy of controlling 
the political and social life of the 
occupied and dominated states. 
The second part tells how the 
Nazis have commandeered the 
money and banking institutions 
of these territories. The final part 
reveals the techniques employed 


for the conquest of the economic 
life of Europe. The man who dis- 
closes this program for the se- 
curing of German mastery "for 
at least a thousand years" must 
remain anonymous. Of him, Ray- 
mond Gram Swing says: "I have 
known the author for ten years. 
I have come to trust his judg- 
ment, to be convinced of the 
scientific rigor of his thought. 
Since his official position obliges 
him to remain anonymous, I 
vouch for his reality and his in- 
tegrity. I may say of him that he 
knows ten languages, German 
included, that he has long been 
associated with leading persons 
in control of the economic, finan- 
cial, and political life of Europe." 
The Spoil of Europe reveals to 
us in the democracies the inner 
workings of a system which 
threatens to undermine the very 
foundations of our life with a 
thoroughness and ruthlessness 
unequaled even by the rigor 
with which Hitler imposed the 
Nazi regime on the people of his 
own country. 
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For agony and spoil 
Of nations beat to dust, 

For poisoned air and tortured soil 
And cold, commanded lust, 

And every secret woe 
The shuddering waters saw — 

Willed and fulfilled by high and low — 
Let them relearn the Law. 

R. Kipling, 1918. 








FOREWORD 


by Raymond Gram Swing 


A DAM SMITH once wrote a book called The Wealth of Na- 
, tions. The Nazis are now rewriting that book. Adam Smith 
taught how wealth might be accumulated by honest living and 
fair trade. The Nazis have developed national loot and plunder, as 
well as mechanized warfare, to a system. Their techniques are more 
devastating than any before practiced by a state. 

It would be an error, however, to magnify the Nazi achievement 
by characterizing it as showing true creative genius. The Nazis are 
adapters. The methods they use to despoil nations are not original. 
Now being employed to destroy the democracies, most of these 
methods were contrived for other purposes by the democracies. The 
airplane, first flown in the United States, was essential to the defeat 
of France and now is being applied to the destruction of British 
ports, industries, and homes. The tank, developed by the British, has 
been the basis of Continental conquest. Even Nazi propaganda is 
grounded in the advertising concepts of modern America. 

Adaptation is the rule in the economic forms applied by the 
Nazis. Their own agricultural system, in so far as it strives for self- 
sufficiency, is patterned first upon the principles that made France a 
fair land for peasants and tourists alike. The German industrial 
combine is modeled on our own NRA. German production methods 
are the more ruthless imposition of mass production as devised 
by American inventiveness. The exchange clearing system, with 
which Germany is able to impoverish nations through foreign 
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trade, is a tool originally designed by the Swiss federation for more 
worthy purposes. 

In this book the Nazi techniques in the economic and political 
fields are expounded as to theory and practice. I have known its 
author for ten years. I have come to trust his judgment, to be con- 
vinced of the scientific rigor of his thought, and of his scrupulous 
loyalty to the truths of the American and French revolutions. Since 
his official position obliges him to remain anonymous, I vouch for 
his reality and his integrity. I may say of him that he knows ten 
languages, German included, and that he has long been associated 
with leading persons in control of the economic, financial, and po- 
litical life of Europe. He is a member of the generation which 
matured after the last war, so he understands the mentality of the 
youth of Europe. By university training and professional experience 
he has a wide, specialized knowledge of Western Europe. 

His book contains meat for many kinds of hungry minds. The 
economic and political layman can learn how the Nazis took ad- 
vantage of internal dissension to impose their will on other nations, 
and what happens to laymen and to their habits of life in conquered 
countries. The professional teacher will learn the dangers which 
follow if a system of education leaves students without deeply be- 
lieved affirmatives. The financier and industrialist will lose any 
lingering illusion as to the prospect of dealing with the Nazis com- 
mercially, or preserving free enterprise and private property in a 
system even faintly resembling their own. Military experts will 
appreciate anew that the Nazis did not rely on military tools alone 
in achieving their conquests. This book describes with what care 
and devices the Nazis set up a mighty Economics General Head- 
quarters to promote and fulfill the tasks of their Military General 
Headquarters. All readers should be helped to learn in what specific 
ways the battle for freedom can be won by the righting of economic 
wrongs. 


CONTENTS 


foreword by Raymond Gram Swing 9 

preface 1 3 

Part One. To Ruin or to Rule the State: Nazi 
Strategy of Political and Social Domination 

CHAPTER 1 THE IMMUTABLE PROGRAM 19 

CHAPTER 2 WHY NAZISM IS AN ARTICLE FOR EX- 
PORT 36 

CHAPTER 3 REICH BLUEPRINT FOR AGGRANDIZE- 
MENT OF GERMANDOM 47 

CHAPTER 4 “HITLER’S WORD IS GOD’s LAW” 57 

CHAPTER 5 “THE OFFICE OF SLAVE OVERSEER” 65 
CHAPTER 6 EDUCATION UNDER THE NEW ORDER 8l 

Part Two. The Purse Strings: The Art of 
Commandeering Money and Banking 

CHAPTER 7 THE LIVING SPACE ECONOMY 89 

CHAPTER 8 REPARATION AND TRIBUTE 102 

CHAPTER 9 SOLDIERS’ MONEY AND SOLDIERS’ BANKS 1 1 5 
CHAPTER IO THE SOURCE OF MONEY AND CREDIT 121 


11 


12 


CONTENTS 


CHAPTER 11 THE GOLDEN HAUL I30 

CHAPTER 12 GERMANY BECOMES EUROPE'S BANKER 138 

Part Three. The Means of Subsistence: The 
Technique of Nazi Economic Conquest 

CHAPTER 13 THE ECONOMIC MOBILE UNITS OF THE 

WEHRMACHT 151 

CHAPTER 14 THE NAZI WONDER ECONOMY 175 

CHAPTER 15 THE LEADING NAZI “ESTATES” 19O 

CHAPTER l6 THE LABOR FRONT AS THE SUPREME 

ECONOMIC POWER 208 

CHAPTER 17 MECHANISMS OF CONTROL THE “ MYS- 
TERIES” OF NAZI FINANCE 21 5 

CHAPTER l8 THE SOIL AND ITS FRUIT 232 

CHAPTER 19 THE INDUSTRIAL GIANT 246 

CHAPTER 20 WORK AND WAGES 267 

CHAPTER 21 BERLIN AS EUROPE’S FOREIGN TRADE 

CENTER 282 

CHAPTER 22 “TWO WORLDS ARE IN CONFLICT” 298 

APPENDIX: PROGRAM OF THE NAZI PARTY 319 

BIBLIOGRAPHY 325 

335 


INDEX 


PREFACE 


T HE achievements of the Nazi war machine have been given 
wide publicity and are now well known. But the theories and 
techniques that built up this Wehrmacht, that enabled it to win 
battles, and that consolidated its military victories, remain largely 
unknown. This book is intended to fill that important gap in the 
knowledge of the great democracies, so that all may understand the 
inner workings of a system of which the Wehrmacht is only the 
outward manifestation. 

The Spoil of Europe covers only those subjects which are still 
shrouded in obscurity and mystery. The successive military cam- 
paigns of Germany have been fully covered by the courageous, 
intelligent, and devoted American correspondents abroad. The use 
of the fifth column and how it works to help achieve those victories 
have been brilliantly described, particularly by Edmund Taylor in 
The Strategy of Terror , and by Leland Stowe and John T. Whitaker. 
The broadcasts of William Shirer and Joseph C. Harsch and the 
articles of Wallace Deuel of the Chicago Daily News have helped 
to paint a clear picture of life in Germany. All these are important 
additions to an understanding of Nazi Germany. But they are not 
enough. 

The existence of free men and of democratic principles the world 
over will never be secure unless an equally penetrating insight has 
been gained into the very ruthless but highly refined techniques of 
Nazi political and economic conquest. The Spoil of Europe offers 
an initial contribution toward such an insight. 

The German conquerors have not been winning by steel alone. 
They never lose sight, not even for an instant, of the objective set 
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by Hitler at the outbreak of this war. This objective was to assure 
German mastery for “at least a thousand years.’ 7 To achieve this 
end the Nazi masters have set about to undermine the very founda- 
tions of the life of Europe with a thoroughness not matched even 
by the ruthless methods by which they imposed the Hitler regime 
on their own country. 

To mold the whole of Europe to suit the personal ambitions and 
aspirations of the handful of men who rule Germany no effort is 
being shirked, no ruse neglected. The political system is being taken 
over step by step in each successively occupied territory and de- 
livered to the native henchmen of the “Master Race/ 7 The internal 
dissensions and greed that still linger over Europe despite the great 
catastrophe are being devilishly exploited for the swifter subjuga- 
tion of the Continent. The educational system is being thoroughly 
overhauled to make it conform to the prescriptions laid down in 
Mein Kampf and in the Nazi Primer , the official handbook for 
the schooling of the Hitler Youth. The very sources of knowledge 
are being purged and polluted so that the future generations of the 
vanquished may never, never, come to learn of the glory and the 
grandeur that was theirs. 

The manipulation of politics, education, and books is not con- 
sidered enough. To secure mastery for at least a thousand years the 
Nazis and their henchmen are extending their practices to the very 
means of existence of the defeated peoples. The purse strings are 
passing into German hands. Citizens and companies of the Reich 
are being given majority control over the banks and credit institu- 
tions of the conquered nations. The peasants of Europe are being 
made to produce food and crops suitable to the palates and the war 
strategy of their new masters. The industries of the vanquished are 
being fitted as cogs into the giant industrial machine of the Reich. 
Berlin has become Europe's center for transport, insurance, fash- 
ions, and foreign trade. 

The tricks, devices, and techniques used in achieving this mani- 
fold Nazification of Europe are explained in detail in the pages that 
follow. For this explanation the author has not relied alone on his 
accumulated knowledge and experience of Europe and of Germany. 

The Nazis themselves have provided eloquent testimony and 
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material in their official enactments and pronouncements, and in 
their scientific and popular journals. The outspokenness of German 
writers has become more brazen with each new conquest. The plans 
and blueprints for their successes are scattered here and there, in 
reach of anyone interested. This holds particularly true of Nazi 
scientific periodicals, such as Die Deutsche V olkswirtschaft , which 
they think or trust are not known and read abroad. The value of 
such sources may be illustrated by a concrete example. The eco- 
nomic incorporation of Czecho-Slovakia into the Reich occurred 
on October 1, 1940. The laws and measures for this incorporation 
were published as finally enacted about six months earlier, in the 
April, 1940, issue of Die Deutsche V olkswirtschaft . Similarly, the 
press organ of the Hitler Elite, Das Schwarze Korps, anticipates by 
six to nine months the official measures of the regime. This holds 
true even of trivial but significant measures, of which two examples 
may be cited. The first is the recommendations of the SS for illicit 
but officially blessed intercourse between married German women 
and unmarried but full-blooded German soldiers. The second re- 
lates to the garb and fashions of women as rigidly prescribed by the 
press organ of the SS. 

Despite the ruthless vigilance of the German censors the inde- 
fatigable and ingenious American press representatives have daily 
provided information and clues which complete the skeleton out- 
line provided by Nazi officials and periodicals. The innocent and 
calculated indiscretions of the native authorities of conquered 
countries also often find their way through the tight meshes of the 
German censorship into the American press and radio. The diplo- 
matic and consular representatives of the United States Govern- 
ment in Europe continue to garner key laws and measures, which 
are later published in official periodicals, such as the Foreign Com- 
merce Weekly of the United States Department of Commerce. 

Finally, the daily press and periodicals of neutral Switzerland and 
Sweden, and of the belligerents, such as the London Times , the 
London Economist , the Statist , and the Bulletin of International 
News of the Royal Institute of International Affairs, all serious 
publications, have printed detailed eye-witness accounts of political 
conditions in occupied countries brought by persons who have fled 
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from such countries. These sources, which might be considered 
by some as biased, have been used sparingly and only when con- 
sidered most judicious. For instance, all accounts on the degree of 
success attending the efforts of the conqueror to win over the de- 
feated peoples to the National Socialist cause are based largely 
on such sources. This procedure was followed in the belief that 
Allied writers, and uncensored writers sympathizing with the Allies, 
could least afford to exaggerate Nazi successes in the field of po- 
liitcal assimilation. Whenever recourse has been had to neutral or 
Allied sources, either for facts or for interpretation, this recourse 
is clearly and unambiguously indicated in the text or in the source 
references at the end of the book. Facts and figures on Nazi meth- 
ods, on the amount of monetary, food, raw material, and indus- 
trial prizes collected by the Reich are based on strictly German 
sources, or on dispatches passed by the German censors. 

The author feels that it is for others to draw the fuller implica- 
tions of the present account. His contribution is limited to a clear 
and full presentation of the cold facts and figures. These in them- 
selves offer a true and adequate picture of the New Order. 


Thomas Reveille 


PART L 

TO RUiN OR TO RULE THE STATE: 

Nazi Strategy of Political and Social Domination 
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“The center of eternal activity excells all 
powers , for all powers live through the Cen- 
ter. The Center is the Reich. Therefore, all 
societies in the 'World , which is the body of 
God , are ultimately directed to the place 
where the Reich fulfills itself. The Universe 
circles around history; and history circles 
around the fate of the Reich. ... All other 
powers have their fate above them; the Reich 
has it in itself. The Reich works God; the oth- 
ers have God worked upon them.” F. Hiel- 
scher , a Nazi “ theologian ” 


T HE National Socialist movement, which created the formidable 
Third Reich in seven years and which threatens to engulf the 
world, is based on a thoroughly thought-out doctrine and program. 
This doctrine and the broad outlines of the new world to be 
founded on it are no secret. 

The Nazi doctrine and plan cannot be dismissed as simply the 
Law of the Jungle, the Supremacy of the State, German Imperial- 
ism, or the Revolution of Nihilism. The Nazi Weltanschauung 
(world outlook) and scheme are far broader. They are backed by a 
ruthless logic, political acumen and cunning acquired through a 
thorough study of former world upheavals, a powerful economic 
system working solely for the realization of political aims, and by 
a formidable military machine. All Nazi tenets are so diametrically 
opposed to those of Western civilization that one is tempted to 
dismiss them as fantastic, were it not that they are being rapidly 
transformed from theory to fact in Europe. 

The creators and leaders of the National Socialist movement are 
true incarnations of the personage of Dr. Jekyll and Mr. Hyde in 
Robert Louis Stevenson's famous story. But whereas schizophrenia 
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was an accident or an unconscious trait of Stevenson’s fictitious 
personage, duality or duplicity is a conscious and intentional char- 
acteristic of the founders and leaders of the Nazi Party. Deliberate 
guile distinguishes the movement from its beginnings, and is em- 
bodied in the very opening words of its most "sacred” body of 
tenets. The preamble to the Nazi Program of February 24, 1920, in 
literal translation reads: “The program of the National Socialist 
German Workers’ Party is a 'time program/ The leaders refuse, 
when the aims herein set forth have been attained, to formulate 
new objectives solely and merely with the object of ensuring the 
continued existence of the Party by artificially fanning a spirit of 
unfulfillment among the masses.” 

This important preamble, which defines starkly and unashamedly 
the character of the Nazi movement, has been largely overlooked 
by Germans and foreigners alike. Neglect is in part due to the usual 
disregard for all preambles. It is also accounted for by the obtuse or 
elliptical character of the wording and construction. For example, 
the German word for “time program” (Z eiiprogmmm) can mean 
alternately a temporary program or a definitive program. Tire phrase 
about the exclusive concern of the Party being that of remaining in 
power cornes conveniently at the end of the preamble when its 
natural place would have been at the beginning. The character of 
the language is not merely a reflection of the bad German spoken 
and written by Nazi leaders. It is the stock-in-trade of the Party and 
of the teachings of Mein Kampf. Adolf Hitler has had nothing but 
contempt for the masses from which he rose himself. He has ex- 
plained that “the greater the number of followers the less will the 
essence of our movement consist in the letter of our tenets than in 
the meaning we succeed in giving to them.” 

Deliberate duality or duplicity characterizes the entire history 
of the Nazi movement. The handful of closely united leaders is 
urged forward by nothing more or less than the lust for unlimited 
power. This is the Mr. Hyde side of the character and aspirations 
of the Nazi leaders. It is the aspect that shows up in their intimate 
gatherings and counsels. But strangely enough, it is also embodied 
in an undisguised form in their writings. 

The ambitions, schemes, and detailed plans of the Nazi leaders 
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have been and continue to be an open book within the reach of 
anyone interested. This candor or brazenness has a threefold origin. 
The schemes and plans of the Nazi movement were spun, devised, 
and elaborated well before the Party assumed power in January, 
1933. In publishing their plans the Nazi leaders followed the old 
adage: tell the truth, and so puzzle and confound your adversaries. 
This is essentially the reverse of the “principle of the big lie” which 
is Adolf Hitler's great contribution to the art of propaganda. He 
wrote in Mein Kampf: “A definite factor in getting a lie believed is 
the size of the lie . . . for the broad mass of the people in the 
primitive simplicity of its heart more readily falls victim to a big lie 
than to a smaller one.” 

Equally important, however, was the fact that the German of 
Nazi writings is atrociously bad. The vulgarity of expression and 
vocabulary is high indeed. Von Wyl, a Swiss long resident in Ger- 
many, has remarked that the whole speech of the Third Reich 
stinks of the dunghouse, the latrine, and the brothel. The vulgarity 
of the writings kept them out of the reach of the highly educated 
and respectable. The ordinary reader was at an equal disadvantage. 
The length of the sentences, the tortuous phrasing, and the liberal 
use of pseudo-mystical-philosophical words make most Nazi writ- 
ings heavy going even for the highly trained and earnest reader. 
Such is the case with both Mein Kampf and Alfred Rosenberg's 
Der Mythus des Zwanzigsten Jahrhunderts. 

Rosenberg is the High Priest of Nazidom, and his book, first 
published in 1930, is second only to Mein Kampf on the Nazi 
obligatory reading list. There is no English translation of this work. 
Its title and subtitle translate thus: “The Mythus of the Twentieth 
Century: A Valuation of the Spiritual-Intellectual Conflicts of Our 
Time.” The publishers summarize the contents of the work in these 
words: “Der Mythus is the Mythus of the Blood, which, under the 
Sign of the Swastika, released the World Revolution. It is the 
Awakening of the Soul of the R.ace which, after a period of long 
slumber, victoriously puts an end to Racial Chaos.” 

The interest of foreign readers in Nazi writings was first aroused 
when the Party began to poll heavily in political elections. This 
interest rose when the Party assumed power in January, 1933. 
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Subsequent developments showed that the Nazi leaders were ap- 
plying literally and step by step their fantastic schemes as originally 
laid down in their writings. Attempts to warn the successive victims 
were frustrated partly by the incredulity of the victims themselves, 
and partly by the efforts of the rulers of the Third Reich. Adolf 
Hitler at first authorized only abridged English and American trans- 
lations of his Mein Kampf . These were highly garbled editions of 
the original, omitting essential parts of direct relevance to the coun- 
try in question. Unauthorized and complete versions, such as that 
which appeared in France, were suppressed by invoking the author's 
rights under international copyright law! Unabridged and honest 
translations of the modern German Bible appeared only at the 
eleventh hour. Other works and articles not written by those in 
high authority were promptly disavowed as soon as they aroused 
the suspicions of those against whom they were directed. Such was 
the fate, for instance, of Ewald Banse's Raum und Volk which ap- 
peared in England under the title of “Germany, Prepare for War!" 
This book described the broad outlines of the future campaigns of 
Germany. 

But the Nazi leaders and movement have also their Dr. Jekyll 
side. This is shown to all those who serve as tools in helping the 
Nazi leaders to unlimited power. Generally speaking, they are en- 
shrined in the Nazi Party Program of 1920 and in the admonitions, 
writings, and operations of the mighty Labor Front. Both of these 
appeal to and control the masses. This is intentional. Nazi leaders 
realized quite early, and said so, that the masses were indispensable 
to any long-run scheme for achieving their own particular ends. 
The Party Program of 1920 was designed expressly to win over and 
hold the masses. It constitutes the grand strategy of the founders 
and leaders of the Nazi movement and is always brought to the 
fore whenever the realization of the ambitions of the Nazi leaders 
depend on it. It is not accidental that Adolf Hitler should have 
decided to harp on the Party Program on February 24, 1941, or on 
the twenty-first anniversary of its promulgation. Speaking before a 
gathering of the Party notables in the old Munich beerhall, the 
Fuehrer said: “It is a point of particular satisfaction to me to be in 
a position to repeat exactly the same program as I promulgated 
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twenty-one years ago ” As a program for the masses the 1920 Pro- 
gram deserves the most careful scrutiny of the reader. It is for this 
reason that a new translation of the complete text has been 
provided at the end of this book. 

As the Nazis have overcome the opposition and exhausted the 
usefulness of the propertied and established classes, they have in- 
creasingly stressed the popular aspects of their movement and turned 
to the masses. The purely popular or “socialist” planks of the offi- 
cial Nazi Program and organization have gained in prominence with 
the increasing shift of the burdens of armament and war to the 
laboring population. This Dr. Jekyll side is indispensable to, or com- 
plements, the true and dangerous or Mr. Hyde facet of the Nazi 
movement. Both are essential to an understanding of the tech- 
niques and workings of the Nazi regime in the Third Reich and in 
the New Europe. 

The veritable scheme unfolded in the official National Socialist 
literature is both simple and ruthless. It could not have been other- 
wise, given the background, education, experience, and moral char- 
acter of the founders and leaders of the Nazi movement. The basic 
premise of all Nazi thought, writing, and teaching, from which all 
conclusions are drawn, is the affirmation that the existing order is 
rotten to the core. The present state of civilization contains in it- 
self the germs of human decay; it is materialistic— Judaic, accord- 
ing to the doctrine — and denies those things which make man 
noble: heroism and strife. The existing order must, therefore, be 
destroyed. A new world order, which in its essentials shall be the 
very opposite of the present one, must be created in its place. This 
new order must be the antithesis of the “Judaic” order. There is 
only one such antithesis: a Germanic order. 

The thinkers and writers of National Socialism draw five broad 
principles from their basic premise about the rottenness of the 
present state of civilization. These principles are simple and follow 
one from the other in ruthless “logical” order. 

The first principle is both naive and audacious. It asserts that the 
National Socialist movement, being the first to see the world in its 
true perspective, is alone entitled to conduct the crusade for the 
regeneration of humanity and the transformation of the world. 
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The first principle, coupled with the Nazi conviction about the 
essential inequality of man, leads inevitably to the second broad 
principle of the doctrine. This states that the needed regeneration 
and transformation of the world can be effected only by a Master 
Race and a Master Class begotten by it. This constitutes the pri- 
mary application of the Fuehrer prinzip, or the principle of “re- 
sponsible” leadership. The Fuehrer prinzip is the basis of all teach- 
ing on party, political, economic, and world organization. It is the 
foundation stone of the Nazi system. Without it the Party could 
never hope to attain power and to perpetuate itself. There is noth- 
ing complicated about the Fuehrer prinzip. It is merely the uni- 
versal application to all human existence of the military precept of 
unfailing discipline and devotion to a superior. The rigor of this 
principle was clearly demonstrated in the purge of June, 1934. Many 
of the Nazis who lost their lives in that purge belonged to the 
dissident or minority school which did not support the sweeping 
application of this principle. 

Germandom is predestined to be the Master Race and to breed 
the Master Class. This third principle may not follow logically from 
the two preceding assertions. It constitutes, however, a tenet of 
faith for most believers. For those who do not accept it as a matter 
of faith, a justification of the principle is attempted in terms of the 
alleged superior attributes of the German Volk . This Volk is said 
to represent the largest, most compact and purest racial unit in the 
entire world. Great pains are taken to show that all true rulership 
and great political visions of the past have been achieved by the 
representatives or close relatives of the German Volk. It is vehe- 
mently denied that Asia, the Middle East, and the Mediterranean 
were ever cradles of civilization. The true fount of the highest and 
most ancient cultures, they say, are the Nordic lands on the western 
end of the Baltic Sea. Alfred Rosenberg, himself of Baltic-German 
stock, is an adept at grossly distorting all known scientific facts in 
order to establish this fantastic theory. Distortions are no deterrent 
because of the belief in Hitler's principle of “the big lie.” Nazi 
literature abounds in assertions that all that has ever been vital in 
art, science, and technical achievements has been inspired and 
realized by the genius and labor of the German race. 
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The alleged biological foundations for the immutable superiority 
of the German Volk are considered to be even more conclusive. 
The Nazi biological syllogism is simple and runs as follows. Man- 
kind can grow only through perpetual struggle. Only members of 
the German Volk are biologically fitted for strife. It is inevitable, 
therefore, that Germandom shall inherit and rule the world. 

The existence of a Master Race having been established there 
remained the problem of the Master Class. The solution of this 
problem is also envisaged in simple and rigorous terms. A master 
class has. to be bred in exactly the same way as horses are bred. But 
such breeding was realized to be a laborious and slow process. 
Pending the breeding and training of the new supermen, therefore, 
the members of the Nazi Party would, according to Alfred Rosen- 
berg, constitute the new nobility which is to rule Germany and the 
rest of the world. 

The preceding tenets inevitably lead to the fourth principle. This 
is that Germandom must concentrate all its efforts in achieving the 
supreme mission that Providence entrusted to it. Everything must 
serve this end and be subordinated to it. Germandom must never 
rest until this ultimate aim has been achieved, and it must be made 
to strive forever in order to remain strong and worthy of supreme 
rule. 

The doctrine of the predestined supremacy of the German race 
leads necessarily to the final principle. Being supreme, Germandom 
is a law unto itself. It cannot and does not recognize any other law 
except itself. Everything done by Germandom or on its behalf is 
necessarily right and proper. The ethics, scruples, and rules of law 
and conduct inherited from Roman and Christian civilization can- 
not and do not apply to it. These are said to be nothing but ap- 
pendages of soft and decaying civilization and of inferior races. The 
conduct of both domestic and foreign affairs is to be judged solely 
in terms of the exclusive and supreme juridical attributes of the 
German race. 

The formulation of the fundamental principles of the doctrine 
is so broad as to allow almost unlimited latitude for their applica- 
tion. But Nazi literature also abounds in precepts and schemes both 
in the domestic and foreign fields. The precepts and schemes are 
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basic and immutable. The conduct of domestic affairs is directed to 
the achievement of external ends. When an external objective has 
been won it is assimilated to the domestic organization. The ag- 
grandized domestic organization is then set to work on the next 
foreign objective. The system conceived by the Nazis may be likened 
to a snowball which rolls inexorably onwards until it has reached 
the size of the globe itself. 

The State, according to Hitler, has a twofold domestic task. The 
first is to ''forge the sword” which shall "secure for the German 
Volk the land and soil that is due to them on this earth” and "their 
position as lords of the world.” The second domestic task of the 
Nazi State is to ensure "the preservation and advancement of a 
community of physically and spiritually similar living creatures.” 
This twofold task is to be pursued simultaneously. In case of need, 
however, the latter should be temporarily sacrificed for the former. 

Nazi teaching with respect to the conduct of domestic affairs 
consists of five interrelated broad principles. The first is that of the 
maximum utilization of the human and material resources of the 
country. Such utilization serves to achieve both the construction 
of the most powerful military machine in the shortest time possible 
and also the fulfillment of the first promise in the Nazi social plat- 
form. This promise is the obligation of the State to guarantee em- 
ployment and means of subsistence to everyone and its counter- 
part, the duty of everyone to work. 

The second principle is essentially a corollary of the first. It calls 
for the use of all available men, machinery, and means for the 
attainment of the maximum output. The reform, adaptation, or 
elimination of undesirable elements is not attempted unless these 
have served their purpose and the change does not impair maximum 
output. 

The importance of this second principle has not been adequately 
appreciated. Its significance as a means of achieving a high degree 
of efficiency has been recognized. But the role of the principle as a 
technique of political strategy has been largely ignored in Germany 
and in foreign countries. Nazism is far more revolutionary and 
world-shaking than even Communism. Yet most Germans regarded 
it as a "reformist” or middle-of-the-road movement, and the same 
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idea is still widely prevalent in foreign countries. This illusion is 
precisely what the Nazis attempt to cultivate, and the principle was 
designed to perpetuate the illusion. 

The difference between Communism and Nazism as revolution- 
ary movements is exclusively one of techniques or political strategy. 
The Communists pursue methods known as boring from within 
while they are out of power. As soon as the reins of State have been 
seized they unmask themselves and start on a clean slate by de- 
stroying everything before them. The Nazis are much smarter. They 
continue to pursue boring-from-within methods well after they 
have assumed power, and never come out in the open until all 
opposition has been brought within their firm control. The Nazis 
identify themselves with each obstacle as it comes up. When the 
obstacle or the opposing group has been disintegrated or eliminated 
they drop one pose and adopt another one. The new mask is de- 
signed to hypnotize the next victim or opposing group. This is 
repeated until all serious obstacles are eliminated or brought within 
the firm clutches of the Nazi Party machine. 

It is through this strategy that the Nazis have been able to take 
in and use for their own purpose honest men from every walk of 
life. They have taken full advantage of German monarchists, busi- 
nessmen, industrialists, Socialists and Communists. Each group in 
turn has been discarded as soon as its usefulness to the Nazi leaders 
has been exhausted. The same technique has been applied to 
honest but gullible foreigners, ranging from Jew-haters to fellow- 
travelers and Communists. 

The language, symbolism, and appeals of Nazism have been 
expressly molded, twisted, and turned with that end in view. The 
Nazis have identified themselves with past dogmas, slogans, sym- 
bols, and aspirations only to the extent necessary to cash in on all 
inclusive but divergent sources of political support. To guard them- 
selves against being associated entirely with one particular past 
movement or group they have adopted two devices. The first is the 
combination of divergent slogans and aspirations. The second de- 
vice is the introduction or addition of a new mystifying element to 
each and every borrowed dogma, symbol, and battle cry. Both de- 
vices have been of inestimable advantage to the Nazi leaders. Their 
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movement has no definite contours, and cannot be pinned down 
on any point for purposes of attack. More important, the Nazi 
dogmas and movement have acquired thereby not a dull static 
aspect, but a definitely dynamic appearance. 

The Nazi doctrine, slogans, and symbolism are permeated by 
these deliberate elliptical turns, from the name of the Party right 
down to the smallest details. The full name of the Party is the Na- 
tional Socialist German Workingmen's Party. It is a mouthful in 
the German as well as in the English language, but it covers practi- 
cally every phase of German opinion. The German racialists, na- 
tionalists, Socialists, and workers are all included. The symbol of the 
Party serves the same purpose. The German word for swastika is the 
Hakenkreuz , while that for the crucifix is the Christuskreuz . The 
Party Symbol aspires not only to hark back to the “Aryan" but also 
to be confused with, or to assimilate, the Christian Cross. The con- 
cept of the German nation was changed to that of Germandom. 
The Reich became the Third Reich. There is frequent play, inci- 
dentally, on the numbers 3 and 7. The latter is the number on 
Hitler's card of membership in the Nazi Party. The Fuehrer seized 
power in 1933. He went to war seven years later. Dr. Rauschning 
has quoted Hitler as saying that he required 3 times seven years to 
rule the world. The first seven years were to be devoted to war 
preparations. Another seven years were needed for the actual con- 
quest of the world. The final seven years would be taken up with 
the codification of Germanic law and the devising of measures to 
perpetuate supreme rule by the Master Race. 

The symbols of old Germany were not entirely discarded, as they 
would have been by the Communists. The Eagle was kept, but both 
of its claws now rest on a swastika. The Iron Cross was similarly 
retained, but had a small swastika engraved on its heart. 

Intentional turns and twists characterize the Nazi social and 
economic organization. The German is said to work not for pe- 
cuniary gain but for the “Commonweal." The latter is also a 
Catholic concept. Work is a “social honor," and its official attributes 
are “beauty," “dignity," and “nobility." The peasant becomes 
“ennobled" through his tasks of “feeding" and “breeding" for the 
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Nation. The economic organization of the Third Reich is said to 
be based on the principle of the “self-administration” of trade and 
industry and on that of “private initiative.” The bodies which the 
Nazi Party uses to exercise detailed control over industry and trade 
retain their old name of Chambers of Commerce. The businessman 
and industrialist is called a Geschaeftsfuehrer , or business leader, 
though he does no more than pass on Party orders. Even the eco- 
nomic journal of the Nazis is called Die Deutsche Volkswirtschaft , 
a name which can easily be confused with the title of the organ of 
the established business and financial world, Der Deutsche Volks - 
wirt. 

The worker is told that the same economic organization is “so- 
cialistic.” It is claimed to represent not the foreign creed, but a 
“Germanic” version of “socialism.” The worker need not consider 
himself the inferior of the employer because, it is said, all members 
of the German Volk are “equal.” Strikes and lockouts are forbid- 
den. A recalcitrant employer is tried before “courts of honor” and 
is fined for offending against the “social honor” of work. The un- 
servile employee is tried before the same courts for offending against 
the Fuehrer prinzip or the principle of “responsible” leadership. 

The mammoth organization whereby the Nazi Party controls the 
life and work of the inhabitants of the Reich is known as the Ar- 
beitsfront, or the Front of Labor. The word “front” conveys the idea 
of union against someone: the capitalist, the enemy, the foreigner, 
or whoever may be convenient at the time. The leader of a Nazi 
Party block or cell formation is known as a Leiter. But the same 
person also acts as the leader of the factory block or cell unit of 
the Labor Front. In this latter capacity he is referred to as Walter , 
or steward. This different title was allegedly devised to convey the 
idea of stewardship rather than command. 

The technique is applied to foreign nations conquered by Ger- 
man arms. Czecho-Slovakia is known as the Protectorate of Bo- 
hemia and Moravia and von Neurath is the Reich Protector . Sub- 
jugated peoples are referred to as Hilfsvolk , or helping people. Nazi 
Europe has been given the titillating name of the New Order. Goeb- 
bels has succeeded in establishing that name as a household word 
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throughout the world. It is designed to evoke the idea of desirable 
novelty, and perhaps also old dreams of uniting that perpetually 
disunited Continent. 

Just as the Reich Germans were told that they were the big 
brothers of Germans living beyond their borders, so subjugated peo- 
ples are being taught to regard themselves as superior to their “ra- 
cial” brethren living overseas. The latter are referred to as “colo- 
nials” or at best as “minors.” The dominated “races” are being 
trained to console themselves for their losses and subordination to 
the Master Race. This is done by inducing them to aspire to the 
control and subjugation of their own “kith and kin” living over- 
seas. Perhaps it is for this reason that the new name given to Nazi 
Europe — the New Order — has no definite geographical contours. 

The third principle governing the conduct of the affairs of State 
is that of economic autarchy. The attainment of a large degree of 
self-sufficiency has a dual purpose, to add to military strength and 
to bring about the realization of Nazi aspirations. Self-sufficiency 
is desired in order to provide, in the case of defense, proof against 
blockade, and, in the case of offense, adequate resources and con- 
tinuous land, as distinct from maritime, sources of supply. On the 
ideological plane, the aim is to create a diversified and “balanced” 
country, a semirural and semi-industrial economy. Agriculture, large 
estates, and manual toil are not merely professions, but vehicles 
whereby a Master Race and a Master Class are bred so that they 
may have vigor of body as well as of mind. A “country of balance” 
is desired because of the hatred of industrial agglomerations and 
the conviction that they breed discontent and parasitism. 

The State education of youth is the fourth principle governing 
the organization of society. Exclusive right over such education is 
demanded in order to permit the State to create new generations 
which shall wield the sword and which shall give themselves up 
entirely to the accomplishment of the mission of Germandom. 

Germanic youth is to be endoctrinated with the trilogy of “Ein 
Volk, Ein Reich, Ein Fuehrer,” used in its universal sense. They 
are to be violent, imperious, intrepid, cruel, Spartan, and sufficient 
unto themselves. Their final stage of education is to consist of 
“baptism in battle.” From the youth so educated and “baptized” 
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are to be weaned those considered most fit for constituting the 
Master Class. The only function of these supermen shall be the 
supreme task of ruthless rule and their sole object of worship shall 
be Germandom. The supermen are not to form a caste or hereditary 
hierarchy, but will always be replenished from below. Some Nazi 
theorists see them as celibates bound together by man-to-man Eros. 

Training in industrial, technical, and more menial jobs is not to 
be neglected. This is the lot of those not considered fit for schooling 
as rulers. As new areas, however, come under German domination 
and the demand for Germanic leaders increases, the training for 
tasks not requiring leadership and for the more menial jobs is in- 
creasingly reserved for alien elements. These elements are graded 
according to their “racial” order, by their nearness or kinship to 
the Germanic “race.” Grading within each element is done accord- 
ing to Nazi conceptions of merits and aptitudes. These are epito- 
mized in Gregor Strasser’s dictum that “man should be measured 
and evaluated according to the degree of his mobilized output of 
work.” 

Germanization or assimilation of non-German elements is strin- 
gently opposed in education as well as training. The Germanic race 
must be kept pure and the Master Race must remain separate and 
aloof. 

The fifth fundamental principle of Nazi teaching relates to com- 
mercial intercourse with the outside world. World trade is objected 
to on ideological grounds because it is considered as depriving the 
masses of their character as a Volk. Expediency is, however, said to 
require that foreign trade be conducted so as to forge the sword 
in the shortest time possible and so as to permit the creation of 
self-sufficiency in essentials by the production of substitutes or the 
conquest of near-by natural sources of supply. Trade in “surplus,” 
“redundant,” or “luxury” articles may be also indulged in. This may 
be done when it is deemed that the masses require occasional relief 
in nonessentials, such as coffee, or when a political objective may 
be gained by the interchange of goods. 

Nazi thought on territorial and political aggrandizement and on 
world dominion centers around the theme that expansion should 
proceed step by step. The fundamental first step in that direction 
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is the possession of the Continent of Europe. The contours of the 
stages, or steps, leading to the possession of Europe emerge fairly 
definitely in the literature of the Nazi movement. There are five 
such stages. They can be discerned in the following order, though 
both in theory and application they frequently merge. 

1. The forging of the sword and the creation of an indissolubly 
unified Germanic community in the existing frontiers of the Reich. 
The Nazi doctrine always assumes that the sword must be ulti- 
mately wielded in order to achieve each major objective. 

2. The creation of Grossdeutschland. This is the stage of bring- 
ing into the fold the Germanic elements outside Reich boundaries. 
This may be labeled as the stage of the ''self-determination” of 
peoples. 

3. The extension of the space in which the German Volk must 
live. This stage may be called alternately that of "Grossraum,” 
or that of military preponderance in Europe. The destruction of 
France, the main obstacle to German aspirations, is an indispensa- 
ble step in this direction. 

4. The resuscitation under new forms of the Holy Roman Em- 
pire, and the continuation of work from where that Empire left 
off "six hundred years ago.” 

5. A European Continent on which, according to Hitler, "after 
scarcely one hundred years, there will live two hundred and fifty 
million Germans.” 

Nazi literature, though preoccupied to a large degree with devis- 
ing a Germanic Europe, does not lose sight of other objectives and 
areas. The Nazi vision here gets dimmer because no uniform as- 
sumptions can be made with regard to the future. The dogma re- 
mains, however, essentially the same. Germany's mission is to rule 
the world and to fulfill this by any and all means. Europe is the cen- 
ter of the world. The Reich has obligations to its kith and kin 
overseas. It has also the imperious duty of making Germany's ac- 
quisitions perpetually secure not only by forging a sword for their 
defense but also by a simultaneous attack, through political disin- 
tegration or war, against possible enemies and coalitions. Full ac- 
count is also taken of obstacles to the process of the continuous 
outward push of Germandom. 
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The elimination of these obstacles is envisaged more or less uni- 
formly. Most exponents elaborate or expand on the policy and tech- 
nique outlined in Mein Kampf. The imperious necessity of destroy- 
ing France forever is a continually recurring theme, even in recent 
literature. There are similarly no divergences of opinion about se- 
curing Fascist Italy as a partner. She is regarded as a natural ally 
because she is Fascist, and a “have-not” country. Rosenberg, the 
high priest of Nazidom, accords Italy a place jn the Germanic 
scheme by relegating her to a “leading” position in a Mediterranean 
constellation. This position is identical with that of the twelfth cen- 
tury when the Kingdom of Italy was a dependency of the Kingdom 
of Germany. 

The Nazi doctrinal attitude toward England is also consistently 
friendly. This attitude is not motivated solely by the desire to use 
England’s friendship to crush France and establish hegemony over 
Europe, or by the intention of using the English fleet and empire 
to gain world dominion. Equally important is the Nazi sentimental 
or ideological feeling that England essentially belongs to the Teu- 
tonic race and that it therefore fits into the Germanic scheme. 

The Nazi attitude toward Soviet Russia, as unfolded in the move- 
ment’s literature, is not uniform. There is a majority and a minority 
school. The majority, with Hitler at the head, are hostile to Soviet 
Russia. They see in Bolshevism another and more virulent manifes- 
tation of the hated Judaic materialism. Open admiration is, how- 
ever, expressed by Hitler for Russia of the past because of the “Ger- 
manic nucleus of her leading upper classes.” The old dread of Im- 
perial Germany regarding Panslavism is shared by the majority 
school. This also sees in the East the land necessary to forge the 
sword against the West. 

The belief of the minority — the National Bolsheviks as they are 
called to distinguish them from the National Socialists — is that 
there exists a closer natural aEnity, both on ideological and strate- 
gical grounds, between Germany and Soviet Russia than between 
the former and England. This conflict of doctrine has never been 
settled, unless one considers as a settlement the disappearance of 
several members of the minority school in the purge of 1934 and 
the complete political demotion of others. It should be added that, 
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although determined to come to terms with England, Hitler en- 
visages an alliance with Soviet Russia as a last resort in the attempt 
to gain a free hand in the West. The authority of the great Bis- 
marck is invoked in support of this stand. This strategy is fully 
consonant with Hitler's repeatedly proclaimed maxim of picking on 
the weakest enemy first. 

The United States and other countries of the Western Hem- 
isphere are mentioned but rarely in the official literature of the Nazi 
movement The reason for this is to be found essentially in the 
utter contempt and defiance entertained for the nations of the 
Western Hemisphere. These are dismissed briefly as hordes, masses, 
or conglomerations of colonials. There are said to be no “nations” 
or homogeneous political communities in the New World. Being 
colonials, the peoples of the Western Hemisphere are, naturally, 
infested to an exaggerated degree with the germs which are re- 
sponsible for the decay of their mother countries in Europe. 

In Mein Kampf , Hitler has a few scattered references to the 
United States. In one he asserts that the Jews are the financial 
masters of the American Union and control the labor of 120 million 
people, and that Henry Ford is the only great man of the country 
because he has not succumbed to the Jews. Hitler goes on to add 
that the American stronghold has also to be eliminated, because 
the world would otherwise never be rid of Judaism. In a discussion 
on the choice of ultimate goals for Germandom, Hitler rejects the 
aim of restoring Germany's 1914 frontiers on the grounds that “the 
distance from England is not shortened, the vastness of the Ameri- 
can Union is not reached thereby.” Rosenberg is a little more spe- 
cific with regard to the United States, and is not averse to an 
understanding with it. In envisaging a yellow group in the East 
presided over by Japan, he insists that this group be subject to an 
Germano-Anglo- American system, whose function shall be the safe- 
guarding of the interests of the “white race.” But, in order to form 
part of Rosenberg's system, the United States must be an “America 
purged of Blacks and Yellows and Jews, with a systematic Nordic- 
European breeding imposed upon it.” 

Nazi views on Latin America are analogous. Instead of “corrupt” 
business magnates and Jewish financiers there are “corrupt half- 
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caste planters” and the babel of “races” and tongues is said to be 
worse. 

The culmination of Germandom's struggle to own and rule the 
v/orld will, in Hitler's words, be “a peace, not guaranteed by the 
palm branches of whimpering pacifists and the profuseness of their 
tears, but founded on the victorious sword of a Master Race, taking 
the world into the service of a higher Kultur ” 


WHY NAZISM IS AN ARTICLE 
FOR EXPORT 



“Nazism is not an article for export ” Adolf 
Hitler. 


T HE New Europe created by Adolf Hitler is already in the serv- 
ice of the Third Reich. The Order imposed on it is that of 
Nazi Germany, ranging from the Nuremberg Laws concerning the 
Jews to the organization of daily life. 

This striking similarity between the New Europe and the Reich 
is not surprising. On the German side, the reasons are simple and 
obvious. First, it is only natural and human that the conqueror 
should apply to the conquered that which he is most familiar with. 
Secondly, Hitler's emissaries in conquered lands are mostly Party 
members, who believe in the superiority of the Nazi system with 
the fervor of fanatical missionaries. Thirdly, as it is intended that 
occupied and dominated areas shall form part of the German Or- 
der, it is expedient that these areas should adopt the system of the 
''mother country." 

The reasons or motives behind the acquiescence or participation 
of conquered peoples in the German Order are more obscure. There 
is, first, the obvious desire of the leaders and peoples of conquered 
lands to emulate or placate the conquerors. An extreme instance 
of this desire is offered by an article in the leading Madrid news- 
paper, Arriba , on the occasion of the visit of Heinrich Himmler, 
the head of the Gestapo, to the Spanish capital in the autumn of 
1940. The article points out that in the mountainous regions of the 
Basque provinces and Asturias, as well as in Castille, the names and 
bearing of the Spaniards reveal the "unmistakable imprint of their 
Visigoth origin." After extolling the influence of these ancient van- 
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guards of Germanic Kultur, the newspaper adds: "Our art of war, 
our cathedrals, and our manner of living could not have existed 
without the fraternal link of blood and politics.” It is not unlikely 
that other groups, e.g., Burgundians, Normans, Lombardians, will 
soon proclaim their proud heritage of that "most noble” and "su- 
preme” blood, Germanic blood. That Berlin takes this emulation 
for granted is suggested by an article in the Berlin Boersen Zeitung 
following British resistance to Germany's aerial blitzkrieg of the 
autumn of 1940. In explaining this resistance, the article states: "It 
is only thanks to the basic German strain in its race that the Eng- 
lish people have been able to withstand this fearful reality.” 

A second force probably operative in drawing a conquered people 
nearer to the conqueror is the mysterious factor of magic, always 
present in some degree in a defeated people. It is believed that 
by donning the robes, or adopting the system, of the conqueror his 
military and other virtues will be acquired. 

The attempts of the Vichy regime to imitate their conquerors 
have even annoyed the German Masters; the latter have voiced their 
contempt of "slavish imitation” through the press of Occupied 
France. Vichy's donning of the robes of the Conqueror has evoked 
the rebuke and ridicule of one of the more intelligent French Nazi 
sympathizers, Marcel Deat. Writing in July, 1940, about Vichy's 
stress on physical training, he said: 

"By a reversal typically French, after having attributed the vic- 
tory of Germany in 1870 to the schoolmaster, we are now doing 
the honor to the German gymnastics professor. ... To hear some 
of us talk, you would think that the young German army was es- 
sentially a powerful football team engaged in carrying the ball 
down to the Pyrenees. . . . Don't believe that gymnastics won the 
war. German sport is not something apart from her social, eco- 
nomic, and political system. . . . Hercules had a small head, and 
to tell the truth he was as stupid as he was good. He would make a 
bad patron saint for the New France.” 

More significant, however, than either of these two motivating 
forces is the fact that the twenty-five articles of faith of the Nazi 
Party Program of 1920 and the proclaimed virtues of the New Or- 
der offer attractive bait for important sections of conquered soci- 
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eties, just as they did for those of pre-Nazi Germany. This is, of 
course, obvious with regard to the violent anti-Semitic plank of that 
Program; anti-Semitism in Europe is, unfortunately, not restricted 
to Germany alone. 

Equally important is the fact that the Nazi Program, the adver- 
tised virtues of the New Order, and GoebbePs propaganda machine 
play on the accumulated and varied hates and discontents, as well 
as on the aspirations, of Europe. The Nazis are “cashing in" on 
the manifold psychoses of Europe. The bait they offer is intention- 
ally varied; its being flagrantly contradictory does not prevent the 
occurrence of extraordinary phenomena. Thus, the “converts" or 
the “hypnotized" range from the extreme of militant Catholics to 
the extreme of “unfulfilled" Communists. Those not familiar with 
European history and conditions often overlook this aspect of the 
attraction of Nazism and the New Order. It is not a negligible 
factor, and, therefore, calls for comments and illustrations. 

The Nazis are “cashing in" on the teachings of the Catholic 
Church in two principal directions, with respect to the socioeco- 
nomic order and the fight against Communism and “kindred 
creeds." Fervent Catholics, who through lack of proper education 
and training are unable to penetrate beyond general appearances, 
may successfully be led to think that the Nazi socioeconomic order 
is the same as that prescribed in two famous papal encyclicals, Re- 
rum Novarum and Quadragesimo Anno. 

In general characteristics, mechanism, and outward manifesta- 
tions, the Nazi socioeconomic order does resemble the scheme of 
things set up by the “corporative" and “authoritarian" regimes 
of Mussolini, Chancellors Dollfuss and Schuschnig, Generalissimo 
Franco, and of the Portuguese Premier Salazar. These latter regimes 
have proclaimed that they were “Catholic" and “Christian" both 
in inspiration and operation, and have received the blessings of the 
Vatican from their very inception. The Vatican has so far made 
no conspicuous effort to draw a distinction between the socioeco- 
nomic order of the Nazis and that of the allegedly Catholic re- 
gimes, although it has denounced the religious and racial “intoler- 
ance" and “excesses" of the Nazis. It is not surprising therefore 
that a fervent Catholic, such as Marshal P6tain, should have, will- 
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ingly and without apparent qualms, taken over and applied the 
Nazi socioeconomic order, lock, stock, and barrel. Nor is it to be 
wondered at that, in the Netherlands, for example, the movement 
mosc fervently vying with the Dutch Nazis for the favors of the 
Reich Commissioner Seyss-Inquart should be that of the Neder- 
landsche Unie, a political party consisting mostly of “organic think- 
ing” Catholics. 

The implacable fight of the Confessional Church against Com- 
munism and “kindred creeds” has also been fully exploited by the 
Nazis. The latter had no difficulty in explaining away the pact 
of August, 1939, with the USSR as an exclusively strategic maneu- 
ver. The fight of the Confessional Church against Communism 
was nevertheless carried on as violently as ever despite funda- 
mental changes in the situation. The first of these is the emergence, 
and self-confirmation, of Nazism as at least an equally formidable 
menace against all Christian faiths. The second fundamental 
change is the growing disgust of the masses of Europe against any 
form of Communism, and the relative impotence of the USSR as 
glaringly demonstrated for the first time in the Finnish campaign, 
and later in the successive diplomatic retreats of the Soviet Union 
in the Balkans and the Middle East. The fight nevertheless con- 
tinues to be pursued relentlessly and in a manner which inevitably 
plays into the hands of the Nazis for the purpose both of consoli- 
dating their victories and of waging further wars, particularly the 
“holy” war against the Soviet Union. 

The fight against Communism and “kindred creeds” is not lim- 
ited to the press of the allegedly Catholic regimes of Mussolini, 
Franco, and Salazar, but extends to all of Europe. Thus, early in 
February, 1941, the leading Catholic newspaper of the Czechs in 
the Protectorate of Bohemia and Moravia affirmed the solidarity 
of “European Catholics” with the New Order in these terms: 

“There is no Catholic in Europe who would shed a tear to see 
the collapse of democratic political disorder and who further would 
not sincerely welcome the fall of economic liberalism, which has 
been denounced by the Pope's leading Catholic ideologists because 
it misuses the working people in favor of a few capitalistic specu- 
lators. 
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“Czech Catholics see a clear line of duty, namely, to contribute 
with all their strength to the consolidation and development of the 
New Order in Bohemia and Moravia . . ” 

The Vichy regime, which the Vatican press organ, the Osserva - 
tore Romano , of July 8, 1940, hailed as “the dawn of a new radiant 
day, not only for France but for Europe and the world/' expressed 
itself thus in the words uttered by Marshal Petain in January, 1941 : 

“Moreover it is not against political oppression that our na- 
tional revolution is being made, but against an obsolete and out- 
worn order, and it is taking place in the aftermath of defeat, seven 
years after the German revolution and eighteen years after the Ital- 
ian revolution, but in a spirit entirely different from both of these 
historic revolutions . . ” 

The claim about being different from the German and Italian 
revolutions is hardly substantiated by previous or subsequent acts 
and measures on the part of the Vichy regime. The regime has gone 
so far as to take over even the measures most loudly denounced by 
the Vatican. The anti-Semitic Nuremberg laws were adopted almost 
integrally in an Act of October 8, 1940, and have since been applied 
in Unoccupied France to the Civil Service, the press, the liberal 
professions, and the major economic occupations. 

The same theme is repeated by Catholic writers and press organs 
in England at a time of a life and death struggle of that country. 
The repetition takes various forms, but it will suffice to cite two 
examples. A noted Catholic author, Christopher Hollis, wrote in 
the autumn of 1940: 

“It is the fear of the Vatican that the British, indifferent though 
not hostile to the survival of Christianity, will collect a team of 
rapscallions to defeat Hitler and then, contracting out of Europe 
as is their habit, will leave the unhappy Continent to the mercies 
of their allies." (The “rapscallions" are, of course, the leaders of 
Soviet Russia.) 

The editor of the New Catholic Herald (London) wrote in No- 
vember, 1940: 

“It is our view that the ruling castes in Prussia, Russia, the United 
States and Britain have been bound together in an essentially non- 
European understanding for a commercial and secularist domina- 
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tion of the world, and to this understanding Conservatives, Social- 
ists and Liberals in this country are fundamentally loyal. Our 
sympathies are with the European tradition, to be found not only 
in the Latin countries, but in Western Germany, the lands within 
the old Austrian Empire and Ireland . . . 

'This will mean the elimination of the Totalitarianisms of the 
Right and of the Left and also the elimination of the no less dan- 
gerous financial Totalitarianism of London, New York, Amster- 
dam, the old and new Berlin and the old Paris/' 

Nazism and the New Order may also have their followers among 
the members of the business and financial community. There are, 
first, the embittered businessmen who, before the German invasion, 
loudly voiced their preference for handing over their business to 
Hitler rather than submitting even to share control with their 
own government and workers. Such businessmen were never nu- 
merous, and they must be less so after experiencing Nazi domina- 
tion. There are still, however, many representatives of the business 
and financial community who, with characteristic incorrigibleness, 
continue to cherish the illusion that in the Nazi Order they will 
retain their position as “top dogs/' Such seems to have been the 
attitude of an important section of the Czech business community, 
and such also appears to be the reaction of many of their colleagues 
in other occupied countries. 

In Belgium, the leaders of the steel industry, the Governor and 
directors of the National Bank of Belgium, and the heads of the 
leading commercial bank have favored the Nazis with their full 
co-operation. In Holland, numerous Dutch business leaders have 
rallied around the “National Committee for Economic Collabora- 
tion" (with Germany) organized by Fentener van Vlissingen, for- 
mer chairman of the International Chamber of Commerce. Dr. 
Trip, President of the Netherlands Bank, and Professor Bruins, 
head of the Netherlands Devisen Institute, have also not been slow 
to co-operate with the new Nazi German masters. The experience 
of Fritz Thyssen, the powerful German business magnate who 
generously financed the straggling Nazi Party but was later forced 
to flee for his life, had apparently not served as a lesson. Not a few 
representatives of the European business and financial community 
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seem mainly concerned with retaining their high position, even 
when that entails unstinted collaboration with the Nazi masters. 
Others, like Dr. Trip of the Netherlands Bank, prefer to hold on to 
their jobs until they are actually dismissed by the Nazis. 

Nazism and the New Order seem to offer “release” to other sec- 
tors of conquered societies. In the teaching profession this is il- 
lustrated by the action of certain Dutch professors who, in October, 
1940, formed the Nederlandsche Cultuurkring (Dutch Cultural 
Society) to promote “cultural relations” between the Dutch and 
German peoples. To the same group belongs Mr. Philoff who, 
after being a professor of history all his life, became Premier of 
Bulgaria only to hand over his country to the Germans without 
any qualms. Pacifists are represented by Paul Faure, the most im- 
portant French Socialist leader after Leon Blum, and Paul Rives, 
former Socialist deputy, who advocate active collaboration between 
Nazi Germany and France because they desire “an end to European 
wars, once and for all.” Agrarian reformers sympathizing with the 
elevated position of agriculture in the Nazi socioeconomic order 
include Bogrianoff, Bulgarian Minister of Agriculture in PhilofFs 
cabinet, Professor Tzankoff, a prominent agrarian leader in the 
Bulgarian Sobranye, and Marcel Deat, leader of a French Neo- 
Socialist Party concentrating on support from “moderate” workers 
and the peasantry. 

The list of active supporters of the Nazi Order includes also 
prominent and active leaders of labor, attracted to Nazism by the 
mirage of “socialism in our time” evoked by the Nazi Party Pro- 
gram and the Nazi socioeconomic order. Among these leaders are 
noted “unfulfilled” Socialists such as Henri de Man of Belgium 
and Rene Belin of France. The former, a Socialist Minister in 
various Belgian Cabinets and an intimate adviser of King Leopold, 
is the “frustrated” author of a plan, bearing his name, which was 
designed to achieve moderate Socialism within the Belgian “pluto- 
democratic” framework. Belin, one of the leaders of the French 
Confederation Generate du Travail, became the first Minister of 
Labor and Industry of Marshal Petain, and is now one of the lead- 
ing State Secretaries of the Vichy regime. He is also a “frustrated” 
part author of a plan similar to that of de Man, drawn up in 1935 
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for the French Labor Confederation. The views of this type of 
“frustrated” Socialist are well expressed in this utterance of French 
Socialist Deputy Paul Rives, made in January, 1941 : 

“Germany has made a livable national economy which she wants 
to establish internationally. Future European economy must work 
on the basis of a continental, autarchic system in which will be 
integrated all national autarchies. France's place in this system is 
the only real Franco-German problem today. 

“Why shouldn't we trust Germany? We do not risk anything in 
being trustful and we have lots to gain in collaboration.” 

The Communists who have been converted to Nazism and the 
New Order are also of the “frustrated” type, either because their 
personal ambitions have remained unfulfilled or because the revo- 
lution of the workers of the world, which was persistently promised 
by Moscow, has never taken place. The notorious Major Quisling 
of Norway is a former Communist. So is Jacques Doriot, an active 
supporter of the Nazis in Occupied France. The rank and file of 
the Rumanian Nazis, the Iron Guardists, comprises more than a 
sprinkling of former Communists. 

The fervent Communists and their fellow-travelers also rendered 
valuable services to the Nazis, on orders from Moscow, These or- 
ders, as well as the treaty of nonaggression of August, 1939, with 
the Nazis, were motivated by a desire to steer the German armed 
forces away from the Soviet Union and toward western Europe and 
the Atlantic. This strategy of the Kremlin succeeded, however, 
only in delaying the inevitable clash. Its wisdom or sheer folly will 
have been demonstrated decisively by the final outcome of the 
gigantic battle which began on June 22, 1941. 

The bait offered by Nazism and the New Order extends to still 
other sectors of conquered society. There are, first, the purely Fascist 
or Na2i Parties of Quisling in Norway, of Clausen in Denmark, of 
Mussert in Holland, and of Colonel de la Rocque in France. Next, 
are parties or groups made up of active, or retired, colonels and other 
members of the armed forces. Arnold Meyer's Nationaal Front, 
a Dutch movement sympathetic to the Germans, is made up of such 
elements. The Bulgarian General Staff, including its Chief General 
Hadjipetkoff, is largely pro-Gerrnan. The position of the French 
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armed forces is obscure. There appears to be little doubt, however, 
that the Germans are playing on the violently anti-British bias of 
French naval officers, a tradition several centuries old in a force 
which remains largely aristocratic in its composition and royalist in 
its sympathies. 

Supporters of the New Order may also be found in nationalist- 
renaissance” movements, such as those of Paul Boudoin, creator 
of Francism and until recently Marshal Petain’s Minister of Foreign 
Affairs. Finally, the Nazis are encouraging, and obtaining some 
support from, “separatist” movements- which may be found in such 
areas as Brittany, the Basque Country, Flemish Belgium, Croatia, 
and Macedonia. The “leaders” of the last two areas. Ante Pavelich 
and Ivan Mihailoff respectively, have long resided in Axis territory, 
ready to be unleashed when the opportune moment arrived. Dr. 
Pavelich, who was involved in the assassination of King Alexander 
of Jugoslavia in Marseilles on October 9, 1934, was rewarded in 
May, 1941 when he became the little Duce ( Poglavnik , in Croatian) 
of the new Kingdom of Croatia. Ivan Mihailoff continues to serve 
von Ribbentrop faithfully in the hope of being similarly rewarded. 

This background of emulation, sympathy, and collaboration on 
the part of leaders and peoples in conquered or dominated lands 
has greatly facilitated the construction of the German Order. That 
the Nazis are determined, however, to proceed even in the absence 
of such a background is indicated by the system ruthlessly imposed 
on actively unwilling peoples, such as the Poles and Norwegians. 

The essence of the New Order is that it shall at first reflect and 
later repeat the Nazi ideas and system, from the Nuremberg Laws 
concerning Jews right down to the organization of agriculture, trade, 
and industry. The scope and speed of application of the Nazi Order 
have varied with the population of the areas under occupation or 
domination, as well as with the circumstances of the moment. Gen- 
erally speaking, one may distinguish between “purely” German 
and non-German areas. The latter will be discussed in the follow- 
ing chapter. 

For the “purely” German areas, the Nazi pattern has so far been 
uniform almost to the last detail. “Lost areas” have been brought 
back to the bosom of the Vaterland through immediate and out- 
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right incorporation into the Third Reich. The Nazi scheme in all its 
ideological, political, social, and economic aspects has been ex- 
tended to every one of the recovered areas without any preliminary 
stage of “preparation” or “adaptation.” Such has been the lot of 
Austria, the Sudetenland, Memelland, the Ostgebiet (Danzig and 
the Polish Corridor), Eupen-et-Malmedy (a strip of territory form- 
ing part of Belgium since 1919), and Lorraine. Lorraine was pro- 
claimed on November 30, 1940, part of a new indeterminate Ger- 
man province called Westmark, or the Western March. (After its 
occupation by Nazi troops, Austria was named Ostmark, or the 
Eastern March.) 

No legal annexation has yet been announced for the other “lost 
areas,” namely, Luxembourg, Alsace, and Danish Schleswig-Hol- 
stein. Nazi scruples concerning the legality of their actions have not, 
however, prevented measures tantamount to an outright incorpora- 
tion of Luxembourg and Alsace. Each of these areas has been placed 
under a Gauleiter appointed by Hitler. The process of ideological, 
political, social, and economic co-ordination with the Reich is in 
an advanced stage. “Nationally and racially alien elements” — Jews, 
French, Poles — are being completely liquidated, the Reichsmark 
has become the sole legal tender, and the customs frontiers have 
been moved to the 1914 borders in the case of Luxembourg, and to 
the 1871 line in the case of Alsace-Lorraine. 

The Grand Duchy of Luxembourg formed part of the customs 
area of Germany before the last war; in 1920 it joined Belgium in a 
Customs Union. The Nazis seem determined to impose stricter 
measures than those prevailing in 1914, when the Luxembourgers 
enjoyed sovereignty in all matters other than foreign trade. It is 
now asserted that the inhabitants of the Duchy are true Germans, 
and a decree of February 16, 1941, required all Luxembourgers to 
“Germanize” their first names, and to assume the “original Ger- 
man” form of such family names as may have taken a French sound 
in the course of centuries. Berlin dispatches assert that Luxembourg 
is believed to form part of a new indeterminate Gau of Moselland, 
created on February 8, 1941. The process of “assimilating” Danish 
Schleswig-Holstein has been entrusted to the local Nazi Party 
of Fritz Clausen. 
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The Nazis have thus used the same techniques in the political 
assimilation of Europe as they employed in the absorption and 
elimination of the opposition parties of Germany. At first, they 
resorted to the ancient maxim: divide and rule. The internal dis- 
sensions and greed that still lingered over Europe were devilishly 
exploited for the swifter subjugation of the Continent. The useful- 
ness of this approach began to be exhausted toward the end of 
1940. The established and propertied classes had, through their 
servile acquiescence to or collaboration with the conqueror, more 
or less discredited themselves in the eyes of the masses of dom- 
inated countries. The stubborn resistance of England was also tend- 
ing to have unexpected results. It revived the sunken hopes of the 
subjugated masses and served as a rallying point. Resistance to the 
conqueror and the forgetting of internal differences began to have 
a meaning. Greed and personal political aspirations on the part of 
the ruling classes declined with the increasing control and grabbing 
of the Third Reich. 

The propaganda and psychological techniques of the Nazis were 
changed to meet this new situation, just as they had been altered 
in Germany each time the European powers frustrated the plans of 
the masters of the Third Reich. Experience with Germany had 
taught Hitler, Goebbels, and Ley how to play on the frustrated 
hopes and aspirations of influential factions and of the masses. The 
propaganda machine began, therefore, to revive forgotten incidents 
and stories about perfidious Albion and how it had tried to per- 
petuate the disunity of Europe. This approach, however, was found 
inadequate by itself. New hopes had to be aroused and new prom- 
ises made. The economic future of New Europe was consequently 
painted in glowing terms. A revival of the ancient overseas colonies 
of the subjugated “races” was likewise promised. But the contin- 
ued resistance of England called for more radical and urgent steps. 
The political system of conquered lands had to be taken over and 
delivered to the native henchmen of the Nazis. This was indispensa- 
ble to a speedy realization of Adolf Hitler's first big objective: the 
mastery and the complete possession of the Continent of Europe 
by Germandom. 


3. REICH BLUEPRINT FOR 
AGGRANDIZEMENT OF 
GERMANDOM 


“That foreign policy will not be recognized 
as right until, scarcely a hundred years hence, 
250 million Germans will be living in this 
Continent ” Adolf Hitler , Mein Kampf. 


T HE complete mastery and possession of the Continent of Eu- 
rope is the leitmotif of Nazi politico-economic literature on the 
aggrandizement of Germandom. There are two dominating themes 
on this subject. One deals with the technique of territorial and po- 
litical aggrandizement, and the other discusses the “natural frame- 
work” for the definitive organization of a German Europe. 

The theme relating to the technique of territorial and political 
aggrandizement is explained in some detail in such “classics” as 
Hitler's Mein Kampf , Alfred Rosenberg's Mythus, and the Hitler 
Youth Movement's Nazi Primer . The main elements of the theme 
may be recalled here. Nazi theorists stress the argument that, just 
as the setting up of a “hard and indissoluble core” within Germany 
is essential to win the Reich's place in Europe, so the acquisition 
and “integration” of land in Europe — the creation of a “hard and 
indissoluble core” on the Continent — is indispensable for world 
dominion by Germany. They believe that Europe constitutes the 
center of the world, around which all other areas revolve his- 
torically, culturally, economically, industrially, and militarily. To 
achieve world dominion, a complete “possession” of the European 
Continent by Germandom is, therefore, a matter of absolute neces- 
sity. Hitler foresees that on this Continent “after scarcely one hun- 
dred years, there will live two hundred and fifty million Germans.” 
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The “integration" of the European Continent is to be achieved 
by a series of gradual and more or less simultaneous processes. The 
first step consists in the disintegration of the regions adjacent to 
Germany so that they become political dependencies or protecto- 
rates of the Reich. If the population of the region is Germanic, that 
region is immediately incorporated into the Reich without any 
preliminary preparation. This, as noted above, has already been 
done in most “Germanic areas." If the inhabitants are of the Teu- 
tonic race, e.g., Nordics or Netherlanders, the disintegrated area is 
subjected to a preliminary treatment of ideological and economic 
Gleichschaltung or co-ordination. (This, as explained below, is be- 
ing attempted in the Scandinavian countries and Holland.) When 
the process of co-ordination is deemed complete, the inhabitants are 
brought directly into the fold of Germandom. 

The process of “integration" is very different for large alien ele- 
ments. Considerations regarding the purity of the German Race 
and its position as a master Volk exclude, of course, attempts at 
Germanizing or assimilating non-Germanic elements. The racial 
identity of such elements is, therefore, preserved. Economically, 
however, the area is gradually co-ordinated and the alien popula- 
tion is pressed into the service of the Reich. 

When the economic co-ordination is deemed adequate, Ger- 
manic Volk take possession of the area. (The first application of 
this theory was evidenced by the systematic establishment of Baltic 
Germans in the Polish Corridor and other parts of Poland incor- 
porated into the Reich. Another example is afforded by the dis- 
placement of the French inhabitants of Lorraine by Germans from 
near-by Reich provinces.) The disposal of alien elements that are 
to be displaced by Germans varies with circumstances, as well as 
with the usefulness of the alien people. At its best, the process 
consists of making room for them in the next outlying region. This 
requires the pushing outward and away from the Reich of the other 
racial elements occupying the areas successively removed from Ger- 
many. The process may be likened to a system of concentric cir- 
cles, with Germany as the center and each circle inhabited by 
distinct non-Germanic elements. Displacement takes place by add- 
ing another circle and moving each alien element to the next circle 
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beyond it. This outward push is prepared at each stage by the same 
methods of political disintegration followed by co-ordination as 
were applied to the regions nearest the German center. (The set- 
tlement of ousted Lorrainers in Algeria since the beginning of 1941 
constitutes the first approximate application of this method.) 

If, on the other hand, the alien elements are useless or trouble- 
some, or it is desired to hasten the process of Germanic possession, 
then resort may be had to a variety of methods. These include 
enforced “■ voluntary" exodus — as already applied to the Jews in 
Germany; organized transplantation — as planned for Czechs and 
remaining European Jews; and "depopulation” of alien elements 
by the separation of husband and wife — as arranged for Poles work- 
ing in Germany. 

Some Nazi doctrinaires — e.g., Banse and Guenther— go so far as 
to suggest the use of "scientific methods” to bring about a diminu- 
tion or elemination of alien peoples. As "mercy killings” are being 
practiced on "undesirable Germans,” * there is reason to suppose 
that similar methods are being applied to Poles, who, in German 
law and practice, are treated as very low species of humanity. 
That some such method may be the fate of other subject races 
is suggested by the "suicidal waves” reported in occupied cities. 
Thus, on January 16, 1941, the Nouveaux Temps , published in 
Occupied Paris and subject to German censorship, reported that 
"half of the population” of the town of Abbeville, on the Chan- 
nel Coast, disappeared in a strange "suicidal wave” that caused 
the inhabitants of this once prosperous Picardy center of 20,000 
persons to throw themselves into the Somme River, or else dis- 
appear without leaving any trace. The newspaper adds that the 
autopsies of some of the "drowned” bodies have established that 
the persons in question had been hit on the head with some blunt 

* These facts are reported by J. C. Harsch in a special series of articles in 
the Christian Science Monitor of March 13, 1941. Mr. Harsch was the Moni- 
tor’s Berlin correspondent from September, 1939, through January, 1941; he has 
shown himself to be a fair and accurate reporter. Mr. Harsch ’s facts have been 
fully confirmed by the action taken by the Vatican on this same subject in an 
Apostolic decree of November 27, 1940. A photostat and translation of the 
decree of the Holy See are contained in the May 5, 1941, issue of the New 
Republic , in an article by Michael Straight. 
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instrument and were already dead by the time they were thrown into 
the river. 

The second theme recurring in “classical” Nazi literature relates 
to the model or “natural framework” for the organization of Eu- 
rope. Leading Nazi prophets and visionaries constantly hark back 
to the state of affairs prevailing in Europe at the beginning of the 
present millennium. This is clearly shown in a map in the Nazi 
Primer (Chart 17) entitled “The Germans Bring about the Unity 
of Europe.” A more recent example is this assertion of the Berlin, 
Deutsche AUgemeine Zeitung of January 27, 1941: “We Germans 
have no reason to be ashamed of the Middle Ages. On the contrary, 
the Middle Ages, about which Americans acquire naive ideas 
through English suggestions, were a proud time, one of the proud- 
est in memories. The European Middle Ages developed a ‘kultur’ 
of the highest peak.” 

The cherished period extends from the establishment of the 
Saxon dynasty in 918 to the fall of the Hohenstauffen in 1268. 
During this period Germany was beyond rival the greatest State 
in Europe, forming the heart of the Holy Roman Empire with 
the Kingdoms of Burgundy and Italy as its subsidiary members, 
and at the same time was the best consolidated of European States. 
This ancient model is taken not only as a “natural framework” 
but also as a starting point for the organization of Europe. 

The “model” which the Nazis have already used, and will con- 
tinue to use, in remolding the political map of Europe is depicted 
in some detail in the map on the opposite page. This is a composite 
map, and comprises certain features of the political evolution of 
Europe during the first millennium of the Christian Era. The 
features depicted in the map are those most frequently referred 
to in the official literature of the Nazi movement. This historical 
approach to Nazi schemes and intentions should not be lost sight 
of. It provides clues and explanations to measures which are other- 
wise largely meaningless or mysterious. Such is the case, for ex- 
ample, with the map of France as drawn up at the Forest of Com- 
piegne on June 22, 1940. Strategical and economic reasons account 
for part of this map, mainly for the Atlantic and Channel coast- 
line of France placed under direct German sovereignty. But these 



The political framework of Europe of over a thousand years ago , depicted 
in the above map , is what the Nazis consider as the “natural” order for that 
Continent and as the starting point for the aggrandizement of Germandom. 
A twentieth-century version of this ancient map ? as it is likely to be drawn 
by a victorious Nazi Germany , appears on page 55 below . 
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factors do not shed much light on the reasons which induced the 
Germans to take over not only Champagne and Burgundy but 
also the rocky Juras. These reasons will be found in any historical 
atlas. A readily available instance is afforded by the map on the Peo- 
ples of Europe about 900, on page 57 of W. R. Shepherd's Historical 
Atlas. A comparison of this map with that drawn up at Compiegne 
will show that the Nazis appropriated practically all the tracts of 
the land of France which were inhabited by “Germanic" peoples 
around 900 a.d. A more recent example of the same methodical 
“historical" procedure is provided by the new State of Croatia set 
up in May, 1941? after the dismemberment of Jugoslavia. The 
frontiers of the new State are almost exactly the same as those of 
the Kingdom of Croatia of around 1000 a.d. It should also be 
noted that the new State was not allowed to make its capital in 
Zagreb, the traditional center of Croatia. The reason for this is 
again simple and “historical." Zagreb, or Agram as the Germans 
call it, belonged to the Kingdom of Germany around 1000 a.d. 
This town is to be incorporated into the Great Reich. The border 
Jugoslav provinces of Carniola and Slovenia, which also belonged 
to the Kingdom of Germany during the same period, have already 
been incorporated into the Reich. 

On the basis of the historical or inspirational background of the 
Nazis, as well as of their strategic, political, and economic aims, it 
may be asserted that Germany is determined to be the sole heir to 
the entire European Continent from Narvik in the north to the 
Aegean Sea in the south. This determination is, further, fully re- 
flected in German press discussions in the Reich regarding a “Ger- 
manic" organization of Europe. In consequence of Germany's de- 
sire to own Europe, Italy, Spain, and other “collaborators" in the 
New Order will be forced to seek expansion exclusively in Africa. 
That Italy has at long last realized this fact is suggested by Musso- 
lini's frank assertion, in his speech of February 23, 1941, that “Oc- 
cupied France, Belgium, Holland, and Luxembourg are, like the 
Scandinavian and Danubian worlds, within the orbit of Germany." 

The intermediate or transitory political forms to be created by 
Germany in Europe will probably involve the following major 
changes in the map of the Continent of Europe. The Netherlands, 



This map of Europe, which constituted a rough political approximation 
to the ideals that emerged from the French and American revolutions, is 
anathema to the Nazis. The latter regard it as the Balkanization, or bastard- 
ization, of the “natural” framework prevailing a thousand years ago, shown 
on page 51 above, and which must be restored again. A modem Nazi version 
of this ancient model of Europe is depicted on page 55 below. 
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together with that part of Belgium which is inhabited by Flemish 
people, will be used to re-create a new appendage to the Third 
Reich. (The areas in question are already being subjected to a 
preliminary process of racial “purification” and ideological and 
economic co-ordination as a step toward their outright incorpora- 
tion.) The part of Belgium which is inhabited by Walloons, to- 
gether with French Flanders, will be converted into a new Province 
of Flanders of the Great Reich. The Scandinavian countries might 
be allowed to form a confederation, under the tutelage of the 
Reich and with Sweden as leader. This old Nazi-German as- 
piration was bluntly proclaimed to the world again as recently 
as July 9, 1940, by Dr. Alfred Rosenberg, Germany's leading ideolo- 
gist. He even reiterated his warning of 1930 against intermarriages 
between Scandinavians and non-Germans. According to Nazi logic, 
the choice of Sweden as leader is only “natural.” This country is 
not only the most advanced, but, in addition to providing Mar- 
shal Goering’s beloved first wife, has a large admixture of German 
barons in its “ruling caste.” Finland, on account of the Mongoloid 
character of the mass of its population, will, in all probability, be 
turned into a principality or domain of Scandinavia, and will be 
governed exclusively by the Swedish elements already established 
in the country. 

A dismemberment of France would appear to be an inevitable 
consequence of the Nazi doctrine and strategy. Such dismember- 
ment will probably involve a resurrection, under new forms, of the 
old Kingdom of Burgundy, the Duchies of Normandy and Brittany, 
and, perhaps, of the ancient Basque, Catalan, and Provence regions. 
Whether New Burgundy will include, as at the peak of its ex- 
pansion in the tenth century, the whole of the French Alps and 
Provence, will depend on German intentions with regard to an 
outlet in the Mediterranean, and on the extent to which the 
Reich will require the services of Italy and Spain. In any case, the 
creation of an ominously indeterminate province of Westmark in 
November, 1940, strongly suggests that areas traditionally known as 
Burgundy and the lie de France are slated for exclusive settlement 
and possession by Germanic peoples. This has so far not entailed, 
nor may it involve in the future, wholesale transplantation of the 
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present inhabitants of this rich French region. It is possible that 
some of the inhabitants, such as the tall, blue-eyed Franche Com- 
tois, may be “recognized” as of Germanic “descent,” and may 
be subjected merely to “re-Germanization,” a process already being 
tried on the Luxembourgers. 

The Swiss Confederation will probably be “unscrambled.” The 
German-speaking cantons, which “seceded” from the old German 
Kingdom after the twelfth century, will “return” to the Vaterland. 
The various parts of French Switzerland will revert to the new 
Kingdom of Burgundy. Presumably, the Italian-speaking cantons, 
which “seceded” or were grabbed from the German dependency 
of the Kingdom of Italy, will be handed back to Germany's new 
dependency in the Italian peninsula. The Danubian and Balkan 
area, except for parts temporarily ceded to Italy for purposes of 
expediency, will be organized as fiefs of Germandom. As will be 
seen below, this type of medieval organization is in process of 
establishment in Rumania. 

The political contours of the Continent of Europe, as they are 
likely to be drawn soon after a complete German military victory, 
are sketched in some detail in the map on the preceding page. 
This map also shows the probable areas which will be used by the 
Nazis for the settlement, or the enforced migration, of the various 
“racial” elements to be ousted from their present homesteads by 
“Germanic” settlers. The map merits more than a cursory glance, 
and the reader is urged to return to it. 

It should be more than apparent that the Nazi vision of a Ger- 
man Europe is stark in its simplicity and ruthless in its conse- 
quences. It calls for the complete elimination of one thousand 
years of human history and progress. All the weapons of the Twen- 
tieth Century are to be used to realize in its entirety the vision 
of a return to the Dark Ages, when Germanic chieftains lorded it 
over Europe. 


"HITLER'S WORD IS GOD'S 



♦ 


LAW" 


“Hitler's word is God's law, the decrees 
and laws which represent it possess divine au- 
thority ” Resolution of a Rhenish Group of 
German “Christians” April , 1937 . 


T HE broad lines of the theoretical Nazi doctrine and technique 
for the aggrandizement of Germandom have been applied in 
their entirety in the striking and unambiguous scheme devised for 
Czechoslovakia . The diplomatic and political background of this 
scheme, which involves the strategy of preliminary political disin- 
tegration, is too familiar to require repetition. 

The scheme devised for Czechoslovakia reflects fully the ap- 
plication of three important aspects of the Nazi doctrine of political 
and racial development. The first is constituted by “Germanic” 
Sudetenland and its outright incorporation into the Reich. The 
second is the organization of Bohemia and Moravia as an inner 
concentric circle preliminary to, first, its economic incorporation 
into the Reich and, later, perhaps its outright possession by Ger- 
manic peoples. The third is the relegation of the “ethnically dis- 
tinct” Slovaks to an outer concentric circle of the Reich. For ob- 
vious diplomatic reasons, Slovakia could not receive the immediate 
attention of the Nazis. This relatively poor land was, therefore, 
converted into a seemingly independent republic, serving as an out- 
post of Germany under the supervision of Nazi legionnaire gar- 
risons. 

The model of “Germanic” Sudetenland is simple and does not 
call for comment; it entails merely an extension of the Nazi socio- 
economic order. The pattern of Slovakia does not seem to be gen- 
eral, or very significant for the early stages of the German Order. It 
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would appear to be intended mainly for more distant, relatively 
poor, and largely strategical regions, such as Brittany, the Basque 
Country, or Portugal The model of Bohemia and Moravia, on the 
other hand, seems to be the preferred pattern of the Nazis in proc- 
ess of extension to the more important areas of occupied or dom- 
inated Europe. 

For this reason, the principles frankly and unambiguously em- 
bodied in the constituent or Organic Law of the Protectorate — 
the Proclamation of the Fuehrer und Reichskanzler of March 16, 
1939 — merit close attention. In Nazi eyes, this constitutes a funda- 
mental document because it bears Adolf Hitler's name. Hans 
Frank, the supreme Nazi jurist, has stated this in no equivocal 
terms in a speech made in 1935. He said: "We are under the great 
obligation of recognizing as a holy work of our Volk's spirit the 
laws signed by Adolf Hitler's name. Hitler has received his au- 
thority from God. Therefore he is a Champion, sent by God, for 
German Right in the World." 

One recognizes four essential principles in the New Order pre- 
scribed for Bohemia and Moravia. The first is the principle of 
master-slave relationship or, to call it by its more polite name, the 
order of the "blood hierarchy." This is but an extension to the in- 
ternational or interracial field of the Fuehrer prinzip, which is the 
dominating element in the politico-socioeconomic life of Nazi Ger- 
many. After ordaining that Bohemia and Moravia shall "hence- 
forth belong to the territory of the Great German Reich," the law 
lays down the "blood hierarchy." The master, or Brahmin, character 
of Germans and their "extraterritorial” rights are established by pre- 
scribing that "inhabitants of the Protectorate who pertain to the 
German race become German nationals and . . . German citizens 
. . . subject to German jurisdiction" and to "the regulations for 
the protection of German blood and German honor." "The other 
inhabitants of Bohemia and Moravia" are relegated to the posi- 
tion of "nationals of the Protectorate." 

It is necessary 7 to digress here on the subject of the "blood hier- 
archy." * Up to the present time a detailed "blood hierarchy" uni- 

* For a simple exposition on the ''blood hierarchy” see Nazi Primer, Chap- 
ters 1 to 5, and Mein Kampf , Vol. I, Chapter 9, and Vol. II, Chapter 2. 
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versally applicable has not been officially established. The order 
established in the Gouvernment General of Poland for the distribu- 
tion of food and for other purposes constitutes the best available 
illustration of a detailed application of the "'blood hierarchy/' This 
order has been fixed as follows: Reichsdeutsche, Volksgenosse or 
V otksdeutsche (German kith and kin who are not from the Reich), 
Ukrainians, Poles, and Jews. The special place accorded to the 
Ukrainians probably reflects political and diplomatic strategy rather 
than the blood doctrine. This doctrine defines the highest and low- 
est castes, but leaves unclassified the intermediate classes. The high- 
est species is constituted by the Germans, and the lowest by the 
Negroes. Next to the highest species are the Volksgenosse or Volks- 
deutsche. Other species of "high order 7 would be pure Nordics 
(Danes, Norwegians, and Swedes), part Germanics or Nordics 
(Netherlanders, Normans), and Anglo-Saxons and other Teutonic 
"brethren/ 7 

At the other end of the caste system, and next removed from the 
lowest species, would be "Negroid" peoples; in Mein Kampf Hitler 
asserts that a fair number of Frenchmen are of this type. This 
theme was taken up with great vigor by the German press and 
periodicals during the summer and autumn of 1940. Even suppos- 
edly technical periodicals, such as the Deutsche Volkswirt , had spe- 
cial review columns, headed "Frankreich gegen die Zivilisation" 
(France Against Civilization), devoted to pamphlets and books 
describing France as the center of world prostitution, trade in 
narcotics, and Negroid development. In the hope of forestalling 
serious German measures, the Vichy regime has expelled from 
Metropolitan France Algerians, Moroccans, Arabs, and Negroes. 

Other "lower" species, according to the Nazis, are Jews, Slavs, 
certain "mongrel" races, e.g., Rumanians, "Mongoloid" peoples, 
e.g., Finns and Bulgarians, and "Turanians," e.g., Hungarians and 
Turks. Latins and Celts will be fitted into the "blood scheme" 
according to circumstances and expediency. Their ultimate classi- 
fication will be determined by three criteria: relationship to the 
highest species, the "purity" of their blood, and the extent to 
which they possess the "highest" attribute of man, the capacity 
to rule. 
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Secondly, the fundamental law for Czechoslovakia establishes 
certain lines of activity as the special and exclusive domain of the 
Reich. The foremost is that of supreme rule. This is the function 
of the "Reich Protector,” who, "as the representative of the Fuehrer 
und Reichskanzler, and as delegate of the Reich Government . . . 
has the task of seeing that the lines of policy laid down by the 
Fuehrer und Reichskanzler are duly observed.” Among the other 
clearly defined lines are "the foreign affairs of the Protectorate, and 
in particular the protection of State subjects abroad,” and "the 
military defense of the Protectorate,” for which purpose "the Reich 
keeps garrisons and military establishments in the Protectorate.” 
At the same time, “the Reich exercises direct supervision over com- 
munications as well as over post, telegraph, and telephone sys- 
tems.” 

In the economic field, the domain of the Reich and of the Pro- 
tectorate is not very clearly demarcated, except perhaps as regards 
customs and currency. With respect to the former, Article 9 states: 
"The Protectorate belongs to the Customs territory of the German 
Reich, and is subject to the Reich Customs authority ” Regarding 
the latter, Article 10 prescribes that “until further notice the 
Crown is legal tender alongside the Reichsmark,” and that "the 
Reich Government will fix the ratio of one currency to the other.” 

A third principle embodied in the organic law of the Protectorate 
is the prescription that the new system shall at first reflect and later 
repeat the Nazi scheme in all its ideological, political, social, and 
economic ramifications. This is phrased as follows: "It (the Pro- 
tectorate) exercises the prerogatives which pertain to it within the 
framework of the Protectorate in harmony with the political, mili- 
tary, and economic policy of the Reich.” The German equivalent 
for policy, Belange, has a far broader connotation than the English 
word. 

Finally, there is the principle of "autonomy” or "self-govern- 
ment.” This principle is couched in these terms by Article 3: "The 
Protectorate of Bohemia and Moravia is autonomous and admin- 
isters itself . . . through its own organs and its own authorities, 
with its own officials.” This principle calls for explanatory com- 
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ments. The Nazis profess great attachment to the idea of “au- 
tonomy” or “self-government.” The motives behind this attach- 
ment are of an ideological, tactical, and practical character. 

The National Socialist doctrine was evolved mostly by petty 
bourgeois Southern Germans with a background of provincial au- 
tonomy and of hatred of large-scale and unwieldy organizations con- 
ceived in the Rhineland and the Northern German States. This 
background finds expression in prescriptions regarding political and 
economic forms. Thus, it is provided that regional rule shall be 
exercised mostly, if not exclusively, by Party men originating from, 
or native to, the provinces or areas in question. This provision is 
frequently observed in the appointment of Gauleiters. In the eco- 
nomic and industrial organization of Germany it takes the form 
of “self-administration,” that is to say, nominal operation by exist- 
ing employers and employees subject to orders and control by the 
Nazi Party machine. 

At the same time, however, Nazism is a “national” doctrine 
which allegedly takes full account of the laws of “racial ” — voelkisch 
— development. In this narrow sense it is not universalistic like 
Catholicism, Communism, or Socialism. The preamble to the or- 
ganic law of Bohemia and Moravia thus stresses that the object of 
the new organization for the Protectorate is “to secure the specific 
national (voelkisch) character of the German and Czech peoples” 
— note the order — as well as “to further peace and the social well- 
being of all . . .” 

Hitler has declared that “Nazism is not an article for export” 
( Nationalsozialismus ist kein Exportartikel ) . For the purposes of 
export, therefore, the doctrine is dressed up in the requisite “na- 
tional” or “racial” garb. The labels, or wrapping, for one and the 
same export article vary widely according to the destination of the 
article. One finds National Socialism dressed up, to cite but a few 
variations, as Netherlandism, Francism, Italianita, Hispanidad, Celt- 
icism (for Brittany, Cornwall, Wales, and Eire). 

National Socialism is dressed up in a “national” or “racial” garb 
for three important ideological and tactical reasons. First, it per- 
mits the German Nazis to split up “naturally” all conquered peo- 


62 THE SPOIL OF EUROPE 

pies, and, thereby, renders their rule easier. Secondly, it offers sub- 
stantial release to the intense nationalistic sentiments prevalent in 
the modern world. The value of this approach may be seen from the 
following appeal addressed to the Dutch public on July 24, 1940, by 
three prominent members of the (Catholic) Nederlandsche Unie 
Party: 

“A new task has been born. We invite you to assume this task with 
us. We call you to strive for a new Netherland solidarity in accord- 
ance with our own Netherland character . 

“The following are required: changed circumstances, national 
collaboration on the widest basis, a harmonious economic structure, 
concentration of the entire working power of our nation, social 
justice and work for all and a national spirit in the youth. 

“We wish to realize this program in the Netherland spirit respect- 
ing the traditional freedom of conscience and tolerance. We wish 
to keep contact between the Netherlands and the occupying au- 
thorities/' (Not italicized in the original.) 

Thirdly, this “racial" garb gives free rein to the expansionist 
aspirations of “races" subject to ultimate German mastery. As the 
Germans are bent on being sole heirs to Europe, this expansionism 
can only find an outlet in other continents. The areas indicated for 
such expansion are overseas regions already inhabited by descend- 
ants of the particular “race." But just as the Reichsdeutsche are, 
according to the Nazi doctrine, superior to the Volksdeutsche, so 
the European members of a particular “race" are superior to their 
representatives, or “colonials," in overseas territories. They are, 
therefore, entitled to lay claim to such territories and to regard as 
“natural" that these territories should be ruled by members of the 
“pure" European “racial" nucleus. 

According to the Nazi official stand, all national and other en- 
tities outside Europe, including the United States and the Latin- 
American countries, are “unnatural" conglomerations, and are re- 
ferred to as “hordes" and “masses" of “colonials" and “half-castes." 
It is, therefore, appropriate that overseas territories should be or- 
ganized, under ultimate German mastery, as fairly distinct “colo- 
nies" of specific European “racial" groups, whether these be Italian, 
Spanish, French, Portuguese, or Celt. 
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That the above reasoning is not purely in the realm of specu- 
lation is clearly indicated by the official Program of the Spanish 
Phalanx Party, the sole political party of General Franco's Spain. 
The claim of the Phalanx to the entire “Spanish world" is bluntly 
formulated in Articles 3, 4, and' 5 of its official Program. The im- 
portance of this part of the Program is also suggested by the spirited 
defense of the “Hispanidad" program of the Madrid Government 
in Latin America by Foreign Minister Serrano Suner in a public 
address on January 11, 1941. In the course of this defense, he said 
that “Hispanidad is composed not merely of Spain, but all her 
former colonies." He asserted that South Americans who, with a 
“narrow nationalism and false national pride," opposed Hispanidad 
were often supported by outside efforts to “impose other civiliza- 
tions upon the proper entity of the peoples of South America." 

The doctrine of national or “racial" “autonomy" is also not with- 
out its practical side. Just as the concept of “self-administration" 
in German industry aims at eliminating the need for minute 
and drastic State regulation and control, so “autonomy" or “self- 
government" in the international or interracial sphere is designed 
to reduce the number of unnecessary chores for the Master Race. All 
that is required is that non-Germanic people, first, embrace the 
National Socialist doctrine and, later, be “educated" to accept their 
assigned — “natural," according to the doctrine — place in the im- 
mutable “blood hierarchy." Thus, in an October, 1940, issue the 
German weekly Das Reich , after urging Scandinavians and Nether- 
landers to “cease regretting their lost freedom and be glad to join 
the German Reich of the future," pictures a new Europe in which 
“everywhere one man shall give orders and bear the whole re- 
sponsibility and the others must be proud to be able to obey." These 
thoughts are expressed more forcibly by Hitler in the following 
passage from Mein Kampf (not italicized in the original) : 

“One must not expect embodiments of characterless submission 
suddenly to repent in order, on the basis of intelligence and all 
human experience, to act otherwise than hitherto. On the contrary, 
these very people will hold every such lesson at a distance, until 
the nation is either once and for all accustomed to its slave's yoke , 
or until better forces push to the surface to wrest power from the 


THE SPOIL OF EUROPE 


64 

hands of the infamous corrupters. In the first case these people 
contrive to feel not at all badly, since they not infrequently are 
entrusted by the victors with the office of slave overseer , which these 
characterless types then exercise over their own nation , at that gen- 
erally more heartlessly than any alien beast imposed by the enemy 
himself” 


5 . "THE OFFICE OF SLAVE 
OVERSEER” 


A DOLF HITLER'S precept about the wisdom of entrusting the 
^ “office of slave overseer 7 to representatives of subjugated peo- 
ples has been faithfully followed in devising the political forms for 
the dominated lands. An understanding of these political forms is 
essential to a comprehension of the principles and workings of the 
monetary and economic mechanism of the New Order. Nazism re- 
lies largely on political instruments for the direction and control of 
the economic system. 

The political forms at present in force in alien occupied areas 
differ somewhat in their legal attributes and outward trappings, 
but, essentially, they embody the principles analyzed in the pre- 
ceding chapter. Generally speaking, one may distinguish between 
those areas for which a political status has been proclaimed and 
those regions whose exact political future remains in doubt. 

The first group comprises Bohemia and Moravia and non-German 
Poland. The status of the former has been referred to in the pre- 
ceding chapter. After being shorn of territory by the Reich, the 
USSR, and Slovakia, what was left of former Poland was turned 
into the so-called Gouvernment General of Poland under the su- 
preme control of Hans Frank, prominent Party member, supreme 
Nazi jurist, and, until then, Reich Minister of Justice. It had been 
stated that this area would be a future Polish State, into which 
were to be huddled also the Poles and Jews of the regions taken 
over by Germany. On August 15, 1940, however, Governor Frank 
declared that “we are in this land and as Germans we will never 

65 


THE SPOIL OF EUROPE 


66 

again leave it/' and that in future the area would be treated not 
as an occupied region "but as an integral part of Great-German 
Powerspace (Machtraum) ." This declaration is tantamount to an 
extension of the status of the Protectorate of Bohemia and Moravia 
to the ethnic Polish area. 

It has been said that this change of status of the Polish area was 
motivated by a desire to forestall Soviet aspirations in this direc- 
tion. It seems more probable, however, that, with the unexpectedly 
large successes of the May, 1940, campaign and the attendant addi- 
tion of several concentric circles to the Reich, Nazi leaders decided 
to convert the Gouvernment General into an inner concentric cir- 
cle destined for exclusive settlement and possession by Germanic 
peoples. Pending the preparation of the area economically and eth- 
nically, Poland is being organized as fiefs for German overlords. 

The watchword for this organization was given by Greiser, Gau- 
leiter for the Warthegau, in an address to German teachers in 
October, 1940.* He admonished them not only to show love toward 
their own people but also loathing ( Abscheue ) for the Poles. They 
were to implant into the hearts of German youth the conviction 
that "victory of the sword can be maintained only by hardness . . . 
a foolish nation must forever be given the lower place which it de- 
serves, but you German teachers must train our youth to be mas- 
ters/' This watchword became law t two months later when "Pol- 
ish citizenship" was abolished legally, and Poles were given the 
status of people who are Schutzbefohlene; this legal term denotes 
a person under protection: a protege, a ward, or a minor. The new 
legal status of the Poles found expression, inter alia , in the system 
of taxation introduced in January, 1941. Poles, like the Jews in Ger- 
many, were required to pay a 15 per cent gross income tax addi- 
tional to that paid by Reichsdeutsche and Volksdeutsche. The tax 
is called Sozialausgleichsabgabe , or a "tax bringing about social 
balance." In other words, the levy is designed to compensate for 
the "inferiority" of the Poles. 

The medieval character of the fiefs to be organized in Poland is 

* Bulletin of International News , Royal Institute of International Affairs, 
London, November 2, 1940, pp. 1, 461. 

t The London Times, December 28, 1940. 


also suggested by the admittedly very low character of officials and 
other Germans in the Gouvemment General. Concerning the for- 
mer, Governor Frank expressed himself in these terms, in an inter- 
view by the Westdeutscher Beobachter of February n, 1940: “The 
Germans have coined a new term for defining the value of Civil 
servants in the Gouvemment General: Polendiensttauglich ('fit 
for service in Poland') ... I don't care about a man's antecedents . 
All that matters is his performance.” (Not italicized in the origi- 
nal.) The implication that these officials may be blackguards and 
criminals is confirmed by a practice which has now become current 
in the Reich. Whenever a Reich citizen commits a serious offense, 
not subject to a long prison term, his identity card or labor ex- 
change book is stamped with the newly coined word, “fit for service 
only in Poland.” If the offense is repeated, the citizen is actually 
sent for service in Poland. 

The future political status of other areas has not yet been clearly 
determined for obvious tactical reasons. The official position re- 
garding this status has, however, been formulated in broad terms 
by Hans Frank, the Supreme Nazi jurist and Governor of Poland. 
Speaking on November 22, 1940, before the Congress of the Acad- 
emy for German Law, of which he is the president, Frank stated 
that while “the total authority of the Reich's leadership over all 
parts of the Reich” would be the basis for the “constitutional life 
of Germany,” there would also be a “number" of “neighbor terri- 
tories such as colonies , commissariats besides the Protectorate (of 
Bohemia and Moravia) and the Gouvemment General (of Poland) 
which would belong to the Reich" (Not italicized in the original.) 
The legal relations of these territories to the Reich, he said, would 
be “clarified” in each case “by decree of the Fuehrer.” “Commis- 
sariats” presumably means territories ruled over by Reich Commis- 
sioners or Commissars, that is to say, Holland, Belgium, Norway, 
and Occupied France. 

The political status of Norway has been somewhat clarified. On 
September 25, 1040, Joseph Terboven, Nazi-German Commissioner 
for Norway, declared that Norway would henceforth be neither a 
monarchy nor a German protectorate. Major Quisling reiterated 
Terboven’s declaration in an interview with the New York Times 
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Stockholm correspondent on the anniversary of the German inva- 
sion of Norway. Quisling added that King Haakon was “dethroned 
in fact and legally.” 

The status of Rumania would also seem to have been fairly well 
defined. Antonescu declared in October, 1940, that his country 
would be a “legionnaire state.” Antonescu is Rumania's “dictator,” 
described editorially in the London Times even as recently as Sep- 
tember, 1940, as “a gentleman with the heart of a judge and the 
head of a soldier, who knows England and believes in appeasement 
before force.” When speaking of the “legionnaire state,” Antonescu 
presumably was referring to the situation that obtained in ancient 
Dacia, as Rumania was then known, when Roman legions were sta- 
tioned in the country and exercised supreme control. Nazi inten- 
tions seem to go further, however, and to aim at a status similar to 
that of Poland. This is indicated by the appointment early in Octo- 
ber, 1940, of German mayors and deputy mayors, recruited from 
the local German minority, for twelve of Rumania's largest cities 
and towms as part of a program of “Germanization,” in charge of 
the Nazi-German Gauleiter for that country. Rumania's status as a 
medieval fief or colony of the Reich was finally confirmed by An- 
tonescu himself in a declaration of March 8, 1941, when he pub- 
licly admitted that all Rumania's agreements with foreign countries 
must “be considered and accepted by the Fuehrer and the Duce and 
Marshal Hermann Goering, and accepted integrally.” 

The political status of the other occupied or dominated regions 
remains nominally indeterminate. In Denmark, as well as Bulgaria, 
the fiction of respect for the country's sovereignty and royal house 
has been carefully preserved. (Lest royalist intentions or sympathies 
be attributed to the Nazis, the reader's attention is drawn not merely 
to the official declaration regarding the status of Norway but also 
to such trivial, though significant, incidents as the systematic aboli- 
tion in Holland of the description “Royal” in such contexts as 
Library, Institute, etc., and its replacement by the word “Na- 
tional.”) Belgium, Holland, and Occupied France retain their initial 
legal status as areas under military occupation. 

But behind all these legal fictions and appearances one recognizes 
a systematic application of an order which, in its essentials, is un- 


mistakably the same as that applied to Bohemia and Moravia and 
to the Gouvernment General of Poland. Such differences as may 
be noted are largely reflections of Nazi tactics, doctrinaire consid- 
erations relating to the “higher” order in the “blood hierarchy” of 
the non-Slavic elements of other occupied areas, or of the greater 
willingness on the part of the peoples of these other areas to placate, 
or co-operate with, the German overlords. 

Supreme control, not only of a military nature, but also of a civil 
character, is exercised in all areas by German emissaries responsible 
directly and solely to Hitler. Though their functions are the same, 
the titles of the emissaries vary. Freiherr von Neurath is the Reich 
Protector of Bohemia and Moravia. Hans Frank is Governor of the 
Gouvernment General of Poland. Rima Andreas Schmitt is Gau- 
leiter of Rumania. Joseph Terboven, prominent Party member from 
the Rhineland and close associate of Goering, is Reich Commis- 
sioner for Norway. Dr. Seyss-Inquart, Fuehrer of the Austrian Nazis, 
is Reich Commissioner for the Netherlands. Belgium is under a 
German Military Governor, General von Falkenhausen. Occupied 
France, though under the jurisdiction of the Reich Chief of the 
Military Administration in France, General von Stuelpnagel, is in 
an anomalous position. Otto Abetz, who before the war acted as 
Hitler's emissary in Paris and prepared the ground for the political 
disintegration of France, was rewarded for his labors by being ap- 
pointed Ambassador to France. However, he is stationed in Paris 
and not in Vichy. Since Laval's demotion in December, 1940, he 
has been referred to in press dispatches from both Paris and Vichy 
as the Reich Commissioner for Occupied France. 

Denmark, on the other hand, is still in a special position. There 
is no separate Reich Commissioner, and the Military Governor's 
powers are apparently restricted to military matters. But the German 
Minister to Copenhagen has been entrusted with functions identical 
in scope and nature with those of the Reich Commissioners in other 
occupied areas. This farce was too much even for the placid Danes; 
on March 8, 1941, their Socialist Prime Minister Stauning defined 
the position in these terms: 

“We must consider the fact that Germany maintains her position 
as the central power in Europe. Germany is now governing the es- 
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sential parts of Europe and we are unable to see how far this de- 
velopment will go. I am rather dubious of retrogradation. While 
I naturally believe in independent States, we are for the time being 
a sort of protectorate. But whatever the near future brings, I believe 
we will be able to meet the new European conditions. 

“It is my impression that Germany has certain plans aiming not 
only at an immediate new order but a lasting European rearrange- 
ment, demanding co-operation for a planned economy, surely in- 
volving advantages when compared with the previous system.” (Not 
italicized in the original.) 

The Swiss Confederation would seem to be in a predicament 
similar to that of Denmark, because two weeks after the Danish 
Premier's remarks the same theme was repeated almost in identical 
terms by Ernest Wetter, President of the Swiss Republic. Address- 
ing the Radical Party on March 22, 1941, President Wetter said: 

“In accepting economic collaboration with the rest of Europe we 
would not be accepting any new ideal. . . . Our economic activity 
in the past has always been world-wide; as new restrictions were 
applied to world trade we have been among the first to be called 
upon to accept further burdens. Any dream of the return to a liberal 
trade policy of the old sense seems destined to remain a dream for 
a long time. 

“There are, however, new ways being introduced. We aie ready 
to accept these new ways. Indeed, we must accept them. But we can 
make the condition that the new order be based on the principle of 
collaboration of free States.” (Not italicized in the original.) 

Finland's first overt act of submission to the Nazi Reich oc- 
curred in October, 1940, when the Finnish Government agreed to 
permit the regular passage of German troops through Finnish ter- 
ritory, particularly through the Gulf of Bothnia. Early in June, 
1941, the Nazi Wehrmacht began to use Finnish territory for the 
preparation of the attack on Soviet Russia. Despite the reported * 
desire of the Finnish people for neutrality and peace, and the re- 
ported split in the Cabinet — presumably between ministers of 
Finnish stock and ministers of Swedish origin — the rulers of Fin- 
land decided on June 26, 1941, to join the ranks of Rumania, 

* Stockholm dispatch in the New York Times of June 24, 1941. 
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Slovakia, and other Nazi legionnaire states and to take part in the 
Reich's “holy" war against the USSR. In declaring the existence of 
a state of war, President Ryti said: “Now we are not alone; Great 
Germany, under her leader of genius, Reichsfuehrer Hitler, had 
decided to wage war against the Soviet, and other nations have 
joined Germany. . . . Our confidence in our army and its Field 
Marshal, Baron Mannerheim, is absolute." 

Sweden's first act of submission to the Nazi masters of the Third 
Reich occurred even earlier, when Norway was fighting gallantly 
against the German invaders. This act was not an overt one, how- 
ever; it consisted merely in the granting of free passage through 
Swedish territory for the so-called Red Cross units of the German 
army operating in the Narvik area. Sweden may be said to have 
joined, for all intents and purposes, the ranks of Nazi legionnaire 
states on June 25, 1941. On that date the Government of Sweden 
made public an agreement with the Third Reich and Finland for 
the passage of Nazi troops across Swedish territory from Norway 
to Finland. The Government simultaneously stated that the agree- 
ment related to one single garrison, and that the Reich Govern- 
ment had undertaken not to make any further demands on Sweden. 
This undertaking is, of course, fully consonant with the well- 
known strategy expounded by Adolf Hitler in Mein Kampf which 
stipulates that demands on victims or the vanquished should be 
made one at a time. 

In the exercise of their powers, Hitler's supreme emissaries have 
used German officials in varying degrees. In Bohemia and Moravia 
and in Poland the upper hierarchy of officialdom is composed 
largely, if not exclusively, of Reich and local Germans. The minor 
posts of the central and local governments remain in the hands of 
the natives. This scheme was also followed in Rumania. The Ru- 
manian National Socialists, the Iron Guardists, were not neglected 
altogether at the start; they lost their posts following the uprising 
and riots of November, 1940. In the other occupied areas, the su- 
preme emissaries do not, as a rule, use German officials directly in 
exerting their civil authority, but act through the ministries and 
local administrative and judicial institutions of the country under 
occupation. This is particularly true of Denmark and Bulgaria, as 
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well as of Holland, where important functionaries remained at their 
posts. It is apparently also becoming increasingly prevalent in Bel- 
gium and Occupied France with the return of a growing number 
of high and low officials who had fled the country. The situation 
in Norway, which from the Nazi point of view, seems less bright and 
still in a state of flux, is discussed later in this chapter. 

Direct control by German officials other than the supreme emis- 
saries is, however, maintained through a twofold system. The first 
is the appointment of German officials as commissioners, attaches, 
or “advisers” to important institutions, e.g., central banks, exchange 
control institutions, customs, and banking supervision and control 
offices, as well as to local or provincial bodies. The second system 
consists of constituting large chanceries for the supreme emissaries 
with a personnel supplied by the various Berlin ministries and au- 
thorities. Berlin itself retains control by sending regularly inspectors 
and representatives to maintain contact with, and supervise, the 
officials of the chanceries. This second system is employed in place 
of the first in Denmark and Bulgaria, and together with the first in 
Belgium, Holland, Norway, and in Occupied France. 

The use of existing men and machinery, as is demonstrated by 
the experience of Germany during 1933-1938, is part of the stock- 
in-trade of the Nazis. It is resorted to during the period of gestation, 
and of preparation, of Nazi forms and institutions. That the leaders 
of the Reich and their supreme emissaries in the occupied areas are 
bent on achieving Nazification would seem to be a foregone con- 
clusion. In the early days, when it appeared probable that the war 
with England might end soon and when the antagonism of con- 
quered peoples could be ill afforded, the Nazis showed the same 
caution that they had exhibited in the assimilation of the German 
business community. As soon as that probability receded into the 
background and the military occupation of the alien areas became 
consolidated, the Nazis proceeded with their plans of long-term 
co-ordination and assimilation. 

Politically, this takes a few simple forms, notably, the setting up 
of a Nazi Party organization with exclusive political rights, the out- 
lawing of Jewry and Freemasonry from political and important eco- 
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nomic posts and from “the control” of the press and radio, and the 
creation of “service orders” such as the Youth Organization, Labor 
Service, etc. The political assimilation is enforced, “voluntary,” or 
both. Whichever course is adopted the political forms are presented, 
in accordance with the principles explained in the preceding chap- 
ter, in a “national” or “racial” and “autonomous” garb. Though 
detailed information is not yet available on the political assimilation 
of alien areas, enough is on hand to illustrate the trend. 

Poland and Norway do not seem to have offered happy or re- 
ceptive ground for the Nazi doctrine and forms. The extent of 
resistance in the former country is suggested by the fact that Gov- 
ernor Frank was constrained to use the severest method, the threat 
of withholding the wherewithal for the individual's very means of 
existence, in order to achieve a Nazification of unwilling Poles. On 
August 15, 1940, when he proclaimed the incorporation of the 
Gouvernment General into the Reich, he declared that “no one 
shall in future find employment here who is not the strongest and 
most determined National Socialist.” The work of Nazification has 
been entrusted to about 30,000 Party members in Poland, some of 
them being graduates from Hitler's Schools — Ordensburgen — for 
the creation of a “knightly order” of super-Nazis. The degree of 
Polish defiance and the extent of German ruthlessness are suggested 
by the death sentences announced in the German press. During 
November, 1940, alone, three German newspapers in Poland— Ost- 
deutscher Beobachter at Poznan, Deutsche Rundschau at Byd- 
goszcz, and Litzmannstaedter Zeitung at Lodz — referred in their 
various reports to no fewer than 206 death sentences, pronounced 
by the permanent (not secret) tribunals in the three respective 
cities. 

Political assimilation in Norway has met with an equally turbu- 
lent reception. On April 10, 1940, Major Quisling, the Norwegian 
Nazi leader, proclaimed himself Chief of a new Nazi Government. 
This regime, however, was replaced by a Norwegian Administrative 
Commission formed, with the assent of Reich Commissioner Ter- 
boven, from among Norwegian leaders and high functionaries, who 
had not fled with King Haakon to England. In June, 1940, the 
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Germans attempted to end the rule of the King who, however, re- 
jected the petition signed by leading members of the Storting (Nor- 
wegian Parliament), requesting his abdication and the resignation 
of his government. Early in September, 1940, the five Norwegian 
Parties controlling all but one of the seats in the Storting formed 
an anti-Quisling united front. On September 11 the Storting was 
reported to have declared that the King was no longer able to func- 
tion but that the question of his return would be put off until after 
the war. A reorganized Norwegian Administrative Commission was 
to govern the country in the meantime. 

On September 25, 1940, however, Reich Commissioner Terboven 
dissolved all Norwegian political Parties except that of Quisling, 
and ordered the closing of all Norwegian Rotary Clubs. He estab- 
lished by his own authority a State Council, dominated by Quis- 
ling's Party and officially known as “Commissars of State Counsel- 
lors," and declared that henceforth Norway would be neither a 
monarchy nor a German protectorate. The premises of the Demo- 
cratic Parties were occupied by the police and military; leaders of 
the trade-unions were replaced by “stooges"; and a purge of the 
police force was effected by the exclusion of all but members of 
Quisling's Party. These measures brought forth violent protest in 
the form of the resignation on December 23, 1940, of all the mem- 
bers of the Norwegian Supreme Court. 

This protest did not deter the Germans from proceeding with 
the establishment of the trappings of a Nazi State in Norway — 
Sports Minister, Labor Service, Party Control of Press and Radio, 
and a Youth Movement. The urge of the Norwegian Nazis to copy 
their masters was such that they not only created an SS Guard of 
their own, called Hirdmannen, but also a special battalion of Nor- 
wegians to fight by the side of the Germans, called Regiment Nord- 
land. The zeal of the Quislingists must have been somewhat damp- 
ened by the reactions of the German authorities to this gesture, 
described by the press organ of the Hirdmannen as a gesture toward 
a “free union of the two Germanic brethren peoples." Early in 
February, 1941, the Regiment Nordland was placed under a Ger- 
man SS officer, Obergruppenfuehrer Damm, all its officers were 
recruited exclusively from among Reich Germans, and the German 
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language was ordered as the sole medium not only for command 
but also for conversation among the Norwegian Janizaries them- 
selves. 

The process of political assimilation was apparently somewhat 
less turbulent in Bohemia and Moravia.* In July, 1939, the munici- 
pal councils of leading cities were replaced by German Commis- 
sioners. In December, 1939, the Nuremberg anti-Semitic laws were 
applied. In March, 1940, a decree issued under the signature of 
President Hacha required future members of the government and 
public officials to take an oath of allegiance to Adolf Hitler and to 
agree to abstain from any action prejudicial to the Reich. Failure 
to take the oath was made subject to suspension from office and to 
penal sanctions. On June 21, 1940, the representative (democratic) 
bodies of the Protectorate were dissolved. In July, 1940, complete 
mastery of the German language was made a condition of any pub- 
lic appointment. 

The Nazification of the country has been entrusted to two bodies. 
The first is a society, formed by Germans in the Protectorate, for 
“co-operation” between Germans and Czechs. The society has 
branches in every district of the Protectorate, and works in close 
association with the German district governors. It shows German 
films, gives compulsory lessons in German, and provides lectures 
on the Nazi ideology. Its members insist that “there must not be a 
Czech who cannot answer a German question in the German lan- 
guage.” The second body is the National Union Party, the only 
authoritative political organization which Czechs may join. This 
party is modeled after the German Nazi Party, with the Fuehrer 
prinzip, or leadership principle, running through the entire organi- 
zation. No member may even speak to a Jew. The National Union 
Party's “leaders” and “subleaders” assume personal responsibility 
for the behavior of all their followers, and co-operate fully with the 
members of the German-Czech Society. 

In Belgium t the Central Administration has been left in the 


* This account is based on British sources, mainly the Bulletin of Interna- 
tional News of the Royal Institute of International Affairs and the London 
Times. These sources may be relied on for a fair statement of the Czech case. 

t This account is based partly on British sources and partly on a dispatch 
from Brussels to the Christian Science Monitor of March 19, 1941. 
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hands of the permanent heads of the Belgian departments of State 
who never relinquished their posts to flee the country. The perma- 
nent heads exercise their functions subject to approval or control 
of specially appointed German “advisers” or collaborators. Pro- 
vincial Governors have, however, been replaced by German military 
Governors. The Nazis have played on the centuries-old rift between 
the Flemish and Walloon elements of the population. The former 
have been promised a Belgian Flanders, and the latter are offered 
union with France. The Germans have apparently been successful 
with at least some members of the Flemish population. The Rexist 
Party, under Fascist Leon Degrelle, is co-operating fully with the 
German Nazi masters. As already noted, the Governor and directors 
of the National Bank of Belgium, the directors of the leading com- 
mercial bank, the Societe Generate, and the leaders of the steel 
industry have also not withheld co-operation. 

In Holland and France the Nazis have encountered but little 
trouble, thanks to emulation or active co-operation on the part of a 
larger proportion of the native elements of these two countries. At 
the beginning of the occupation the Dutch situation * resembled 
closely that of Norway. Early in July, 1940, six of the more im- 
portant older political Parties attempted to form a united Dutch 
front. This attempt was, however, frustrated by the refusal of the 
(Catholic) Nederlandsche Unie Party to form part of such a front. 
The six political Parties, nevertheless, drew up a common declara- 
tion which, while criticizing strongly the parliamentary regime, 
advocated the political union of the more important Parties, and 
made a strong plea for liberty and a status of independence under 
the House of Orange. Reich Commissioner Seyss-Inquart flatly re- 
jected this program, and turned increasingly to the Nationaal- 
Sccialistische Beweging (the Dutch Nazi Party) of Anton Mussert 
and Rost van Tonningen, for the distribution of important posts. 

Of incidental interest in this connection is the fact that both 
Reich Commissioner Seyss-Inquart and Dr. Fischboeck, Commis- 
sioner General of Finance in the Netherlands, are Austrian Nazis. 

* This account of the evolution of Dutch political affairs since the German 
invasion is based on the London Times and the London Economist ( see par- 
ticularly issue of October 12, 1940, pp. 460-461). 
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This may be a coincidence, though it is more probable that it is a 
product of the personal relations and antecedents of the Second-in- 
Command of the Dutch Nazi Party. Rost van Tonningen received 
his schooling in National Socialism while serving Chancellors Doll- 
fuss and Schuschnigg as Representative of the League of Nations in 
Vienna. (Prior to his conversion to National Socialism, this gentle- 
man had been a prominent member of Dr. Buchman’s Oxford 
Movement.) While in Vienna, Rost van Tonningen made friends 
with the Fuehrer of the Austrian Nazis, and he got to know Dr. 
Fischboeck well when the latter was working at the leading Austrian 
bank. This personal angle also accounts for the ability of Dr. Trip, 
President of the Netherlands Bank, and of Professor Bruins, head 
of the Netherlands Devisen Institute, to retain their high posts after 
the German occupation. Rost van Tonningen held in esteem both 
of these gentlemen. He had been associated with Dr. Trip in the 
Netherlands East Indies and in Europe, and had had close contact 
with Professor Bruins during the latter's long tenure of office as 
Adviser to the National Bank of Austria. 

The more important posts of the central administration of the 
Netherlands are in the control of the German or Austrian appointees 
of the Reich Commissioner. Reich plenipotentiaries are at the head 
of the eleven provinces of Holland and of some of the bigger towns, 
including Amsterdam and Rotterdam. In addition, Commissioner 
Seyss-Inquart has five Reich citizens who act as aides in the central 
administration of Holland: Dr. Fischboeck (economy and finance), 
SS Brigadier-Leader Rauter (public security), Dr. Wimmer (ad- 
ministration and justice), and Doctors Schmidt and Jakob (labor 
questions). 

The work of Nazifying Holland has been entrusted to the Dutch 
Nazi Party of Mussert and Rost van Tonningen. Late in July, 1940, 
the latter was made “tutor" of the Labor movement, or the Robert 
Ley of Holland; on September 21, 1940, he ordered the dissolution 
of the Social Democratic Party, representing between two-fifths and 
one-quarter of the Dutch electorate. Another Dutch Nazi, head of 
the “education" department of Mussert’s Party, was promoted after 
the riots of September 7, 1940, to one of the most important judicial 
posts of the country. To help in the work of Nazification a Dutch 
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SS militia, patterned on the German SS, was established on Sep- 
tember 13, 1940. This militia has the assistance of the German 
troops of General Christiansen and of special detachments of the 
German police force. 

The Nazification of Holland has been rendered easier, not only 
by the existence of the Dutch Nazi Party, but also by the active 
support of four additional movements which vie for Seyss-Inquart's 
favors. The first of these is the businessmen's “National Committee 
for Economic Collaboration" (with Germany), organized by Fen- 
tener van Vlissingen, former Chairman of the International Cham- 
ber of Commerce. The second is the Nederlandsche Cultuurkring 
(Dutch Cultural Society), formed early in October, 1940, by Dutch 
professors of Nazi sympathies, to promote “cultural relations" be- 
tween the Dutch and German peoples. The third is Arnold Meyer's 
Nationaal Front movement, made up of young Catholic Fascists, 
remnants of different small parties of retired colonels and other 
army men, some poor farmers, and some renegade Socialists. The 
fourth movement vying with the Dutch Nazis for Seyss-Inquart's 
favors is that of the Nederlandsche Unie, consisting mostly of “or- 
ganic thinking" Catholics and of disillusioned Democrats; of its 
membership of two millions at the end of July, 1940, about .three- 
quarters have been declared to be Roman Catholics. 

Except for Alsace and Lorraine, which were placed within Ger- 
man civil administration by Adolf Hitler's decree of August 8, 1940, 
Occupied France is under the supreme control of General von 
Stuelpnagel, head of the German armed forces in that area. This 
area has been divided into five district military zones (Wehrkreise), 
each with regulations of its own controlling the movement of 
refugees and other persons. As Chief Civil Administrator, General 
von Stuelpnagel is assisted by a German Commissioner for Internal 
Affairs, and by a German administrative staff which supervises and 
controls the French civil and municipal services. The political 
assimilation of the occupied zone has been entrusted to the Am- 
bassador and Reich Commissioner Otto Abetz. The Rassemble- 
ment National Populaire movement, created in Paris soon after 
Laval's demotion in December, 1940, seems to be the principal 
native instrument for the Nazification of the occupied zone. 
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The political assimilation of Unoccupied France, on the other 
hand, stands by itself in the sense that it has been largely a “ ‘volun- 
tary” act on the part of the Vichy regime, supported by the same 
variety and by analogous types of organizations as were observed in 
the case of Holland. The leaders of Unoccupied France decided to 
forestall or beat the conquerors to it by literally taking over the 
entire Nazi doctrine and system. An examination of Marshal 
Petain’s first message of July 10, 1940, giving the death knell to 
the Third Republic and ringing in the birth of “New France/ 7 
shows it to be, not an adaptation, but an almost literal copy of the 
National Socialist Party Program of 1920. Again, the Act of August 
16, 1940, laying down the bases of the “new French economic sys- 
tem 77 is nothing more than a faithful copy of the Nazi economic 
mechanism which has been in force in Germany since 1934. The 
complete professional organization of employers and workers, pro- 
jected on August 17, 1940, is nothing more than a true copy of the 
German Arbeitsfront and the Joint-Self-administration of Labor 
and Industry. 

The Nuremberg anti-Semitic laws of September, 1935, were 
taken over almost integrally in an Act of October 8, 1940, bearing 
Marshal Petain 7 s signature. This anti-Semitic Act has not remained 
a dead letter. With the single exception of Jacques Rueff, former 
Vice-Governor of the Bank of France, all Jews have been ousted 
from government service. The complete elimination of Jews from 
the press, radio, liberal professions, and the major economic fields 
has been entrusted to Xavier Vallat, a member of the extreme right 
wing of the old Parliament, who was appointed Commissioner 
General for Jewish Questions on March 29, 1941. On June 13, 
1941, the Government of Marshal Petain formally announced that 
its anti- Jewish laws were to be fully “co-ordinated with Adolf 
Hitlers measures. 77 

The Hitler Youth Movement dressed up in French clothes is 
to be found in the Compagnons de France organization set up 
toward the end of 1940. The new system of education embodies 
even the equivalent of Ordensburgen from which are to “emerge 
future leaders 77 of France. 

Municipal, local, and other electoral bodies of Unoccupied France 
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were abolished on December 11, 1940. An Act of January 27, 1941, 
known as Constitutional Act Number 7, finally modified in an 
unequivocal manner the political life of France. The Act embodies 
the Fuehrer prinzip and other elements of the Nazi political doc- 
trine. According to Articles I and II, “the State Secretaries, high 
dignitaries and high officials of State . . . take an oath before the 
Chief of State . . . , swear fidelity to his person and . . . are per- 
sonally responsible to the Chief of State . . The dictum of 
Louis XIV, “L"6tat, c’est moi,” had already been paraphrased by 
Marshal Petain in a message to the French nation on October 30, 
1940. Speaking of collaboration with Germany, the Marshal said: 
“This policy is mine. The Ministers are responsible only to me. 
History alone shall be my judge — Cest moi seul que l’histoire 
jugera.” Article III of Constitutional Act Number 7 provides, in 
addition, typically Nazi sanctions against any official who “should 
betray his duties/" These comprise “deprivation of political rights; 
confinement in residence under guard in France or the colonies; 
administrative internment; detention in a fortified citadel/" Again 
in accordance with the Nazi doctrine and practice, Article V of the 
Act makes the above sanctions “applicable to former Ministers, 
high dignitaries and high officials who have held office within the 
past ten years” 

The political system has thus been taken over step by step in 
each successively occupied territory and delivered to the native 
henchmen of the Master Race. These henchmen are entrusted with 
the task of molding the whole of Europe so that old and young 
alike may serve in the accomplishment of Germandom’s self- 
ordained mission. 


EDUCATION UNDER THE NEW 
ORDER 



Germany is marching “with Mein 
Kampf in one hand and the sword in the 
other , for her advance as the new World 
Power ” J. Goebbels, October 30, 1938. 


T HE Nazification of the population of occupied countries is but 
one step in the construction of the German New Order. More 
revealing of the true shape of that order are the measures being 
taken to mold the younger generation of the subject peoples ac- 
cording to the wishes and aspirations of the Nazi visionaries. For 
this purpose, the Nazi German authorities are overhauling the 
entire educational system of dominated countries with a thorough- 
ness equaled only by the Nazification of Germany in the seven years 
following Hitler's seizure of power in 1933. 

The keynote of the new educational system of occupied areas is 
to be found in an official public utterance of State Secretary K. H. 
Frank soon after the closing of the Czech universities late in 1939. 
When a deputation of Czech professors and students presented a 
request for the reopening of the universities, Frank replied: “If we 
lose the war you will open them yourselves, and if we win the war 
the elementary schools will be enough for you/' 

The overhauling of the educational system of conquered coun- 
tries has been undertaken in a gradual but ruthless manner. The 
first step in that direction has been the removal of German profes- 
sors and teachers who had sought exile in the countries subsequently 
overrun by the Nazis. These exiles were treated in exactly the same 
manner as the courageous opponents of the Nazi regime in the 
Reich itself. A similar treatment was extended to professors and 
teachers of the occupied countries who were known to be anti-Nazi. 

81 
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These were sent to concentration camps or otherwise eliminated 
from spreading their views. 

The assimilation of the professorial class and of the subjects they 
teach has been achieved in an equally thoroughgoing manner. This 
has taken two forms. The first was the appointment of Germans, 
usually fanatical Nazis, to sit side by side with the local school or 
university heads. At first, the Germans exercised only supervisory 
powers but later dictated the administration of affairs of the scho- 
lastic institutions. Such German supervisors or controllers have 
been appointed to all the teaching institutions of occupied coun- 
tries, ranging from the most ancient and noted seats of learning, 
such as the Universities of Leyden and Louvain, to the primary 
schools. 

The second approach to the overhauling of the educational sys- 
tem has been through the subjects taught. In the early stages of 
occupation German professors were appointed to various institu- 
tions in order to lecture on such subjects as "Germanistics” and 
“Romanistics,” and the Nazi conception of international law and 
philosophy. Article 19 of the Nazi Party Program of 1920 had de- 
manded "that the system of Roman law, which is at the basis of the 
materialistic organization of the world, should be replaced by a 
system of German law.” This fundamental tenet has been con- 
sistently applied in the legal system created in the Third Reich. Its 
most vehement exponent is Hans Frank, the Supreme Jurist of 
Nazi Germany. In order to replace the ancient Roman precepts and 
practices of Europe by the Nazi system of tribal law the German 
authorities in the occupied countries have appointed special pro- 
fessors for this purpose. The most notable of these is Captain G. A. 
Walz, of the Law Faculty of the University of Munich, who was 
appointed as commissar and law lecturer to the University of Brus- 
sels. (Simultaneously the Reich is requiring a thorough revision 
and far-reaching reform of the existing legal system. On June 6, 
1941 the Vichy Minister of Justice announced the initiation of such 
a revision and reform, the stated purpose of which was the purging 
of the Napoleonic Code, once France's most cherished possession.) 

With the growing military success of the Wehrmacht the Nazis 
went to work on a complete overhaul of the curriculum of teach- 


EDUCATION UNDER NEW ORDER 83 

ing institutions. This overhaul consisted at first of the purge of 
books used in the educational system of the occupied countries. 
The number of Czech books thus purged amounts to over 1,500 and 
includes the collected sermons of John Hus, which the German 
censor described as “a religious work more than 500 years old." 
The purge of existing books is followed by their replacement by 
Nazi textbooks and manuals. The most notable of these are the 
Nazi Primer — the official handbook for the schooling of the 
Hitler Youth — Adolf Hitler's Mein Kampf , and Alfred Rosenberg's 
M ythns. These Nazi classics are, however, being adapted so as to 
correspond to the lower status of the subject peoples in the im- 
mutable Nazi blood hierarchy. For example, the German authorities 
in Occupied France have withdrawn the complete and unexpurgated 
translation of Hitler's Mein Kampf . Scientific and scholastic re- 
search is being adapted to conform with the prescription of the 
Reich Minister of Justice, Hans Frank: “Today the scientist must 
ask himself one question; does my scientific work serve the welfare 
of National Socialism?" 

Limiting the education of conquered peoples to elementary 
schools and to the principles expounded in the Hitler Youth Move- 
ment's Nazi Primer is apparently not considered enough by the 
occupying authorities. With typical German thoroughness, the 
Nazi authorities have begun a systematic “blackout" of the very 
sources of knowledge still available to the adult and adolescent 
population of conquered lands. The purge of existing books and 
periodicals and the thorough supervision of all new publications 
by the Propaganda-Staff el in Occupied France since July, 1940, is 
typical, and may be cited as an illustration of this aspect of the New 
Order. 

The purge of existing books and periodicals in France was carried 
out through the establishment by the occupying authorities of cer- 
tain “lists." These lists were used by the police and the Gestapo for 
their systematic raids on libraries and bookshops. Samples of such 
“lists” reaching the United States are the Liste Bernhard, the Liste 
Librairie Stock, and the Liste Otto. The first, drawn up by the Ger- 
mans in July, 1940, condemns 143 items. The second is a list sent 
out by the Librairie Stock, perhaps the largest French publishing 
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and distributing house, on the order of German officials and dated 
August 28, 1940; this list condemns all the works of such authors 
as Stephan Zweig, Thomas Mann, Vicki Baum, and Konrad Heiden. 
The Liste Otto, on the other hand, is the first product of an agree- 
ment, concluded in Paris on September 28, 1940, between the 
French Association of Publishers and the German Propaganda- 
Staffel. This agreement provides for a rigid self-imposed censorship, 
the carrying on of French thought while fully “respecting the rights 
of the conqueror/' and the sending of two copies of each new work 
to the Propaganda-Staffel of the German authorities. The Liste 
Otto, drawn up jointly by the French and German members of the 
body set up by the convention of September, 1940, is officially de- 
scribed as the first step toward a “more objective appreciation of 
the European problems/' This list bans 1,041 writings, which are 
the work of some 600 authors, and which originated in 136 different 
publishing houses. 

A scrutiny of the works banned by the three available French 
lists indicates that the range is all inclusive, both as regards authors 
and subjects. Practically all well-known writers of Jewish race or 
creed figure prominently and frequently in each of the three lists. 
American writers are represented by H. R. Knickerbocker, John 
Gunther, Leland Stowe, Calvin B. Hoover, and John Foster Dulles. 
German writers banned include Thomas Mann, Konrad Heiden, 
Erich Maria Remarque, and Friedrich Engels. Among the English 
authors, some of whose works are condemned, are H. G. Wells, 
David Lloyd George, G. Ward Price of the London Daily Mail, 
the Duchess of Atholl, and Seton Watson, the historian. Among 
the offending French writers are Andr6 Maurois, Georges Duhamel, 
and L£on Bourgeois. Anti-Fascists such as Count Sforza, Gaetano 
Salvemini, and Guglielmo Ferrero make up the Italian list. The 
Czechs are also represented through condemnation of all the works 
of Karel Capek. Lenin and, of course, Litvinov and Trotsky head 
the list of banned Russian (Soviet) authors. 

The subjects of the books and periodicals condemned are even 
more varied than the nationality or creed of the authors. Among 
the subjects singled out by the purgers one finds topics on which 
Nazi Germany permits only one view — the official view. Thus 
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scholarly treatises on Semitism, sex, freedom of the press, democ- 
racy, and freemasonry are among the books rigorously condemned 
by the purgers. Books which are in any way critical of Germany, 
both old and new, figure prominently in the purge lists. These 
books range from Remarque's All Quiet on the Western Front and 
Return to John Gunther's Inside Europe. The ban strikes heavily 
also on books discussing the dictators, such as G. Ward Price's I 
Know the Dictators , and on the Spanish Civil War, such as the 
Duchess of Atholl's Searchlight on Spain . The Russian Communist 
literature banned includes all of Trotsky's writings, Lenin's Cahiers 
sur la Dialectique de Hegel , Litvinov's book on Soviet efforts to 
save Czech o-Slovakia from the Nazi net, Friedrich Engel's Revolu- 
tion and Counter-Revolution in Germany , Rosa Luxemburg's 
Lettres aux Kautsky, and Henri Barbusse's Lettres de Lenine a sa 
famille . 

The German purgers have, however, gone beyond subjects which 
may be considered as being at variance with Nazi official views. 
They have struck out many volumes in the French language on 
military history, total chemical and aerial warfare, and espionage 
which do not necessarily have any anti-German bias. This suggests 
veiy strongly that Nazi Germany is determined to keep all knowl- 
edge on such subjects from conquered peoples, and that the arts 
of war and rule are to be the exclusive domain of the Master Race. 
Equally significant is the heavy ban striking serious studies, mostly 
older volumes, bearing on the fight for freedom of nations like 
Hungary, Rumania, and the Low Countries, and on the history of 
disputed areas, such as the Rhineland and other provinces border- 
ing on Germany. 




PART 2 . 

THE PURSE STRINGS 

The Art of Commandeering Money and Banking 





THE LIVING SPACE ECONOMY 


“A maximum of economic security for the 
Greater German Reich , and a maximum of 
consumption for the German people in order 
to increase its prosperity . This is the aim 
which European economy must set before it” 
Reichsminister Funk , July 26 , 1940. 


T HE following chapters of this study describe simply, but in some 
detail, the nature and techniques of the economic absorption 
of conquered countries by Nazi Germany. It might be helpful, 
therefore, to provide at the outset a bird’s-eye view of the economic 
system of the occupied countries. 

The economic system of the New Order is already in process of 
establishment and is characterized by the same simplicity, efficiency, 
and ruthlessness as were observed in the political and educational 
assimilation of conquered countries by Nazi Germany. In its spirit 
and organizational forms, the ecpnomic system imposed on the 
dominated countries is literally an exact replica of the Nazi German 
pattern. The broad outlines of that pattern are common knowledge. 
The essence of the Nazi economic organization lies in the fact that 
a handful of men at the top can harness and direct the entire 
human and material resources of the nation in any direction and 
for any purpose they will, largely in disregard of the wishes, inclina- 
tions, and comforts of the mass of the population. It is the military 
technique applied to the entire society. Through this form of organi- 
zation Hitler built in the span of seven years a machine with which 
he crushed a combination of nations potentially far superior in man 
power, natural wealth, and access to world resources. 

The technique enforced on the German people for seven long 
years is now also being applied to the subjugated peoples. As Hitler 
is, however, dealing, not with his own kith and kin, but with peo- 
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pies he considers inferior, this application is far more ruthless and 
disregards more blatantly the wishes of the conquered masses. The 
New Order is designed to serve primarily the personal aspirations 
of the handful of men who are Germany's rulers; it caters, next, to 
the needs and wishes of the conquering race— in their own words, 
the Master Race— and, only in the last instance, does it consider 
the needs of the subjugated. This is the quintessence of the New 
Order as it appears, not from reports of foreign observers or refugees, 
but from the pens and lips of responsible and official Germans 
writing and speaking in the Reich. It may be observed in every sec- 
tion of the organization set up by the Nazis in occupied countries, 
and explained in detail in the following chapters. 

The financial and economic machinery imposed on the con- 
quered areas is simple. In the first stages of occupation, the con- 
querors seized and sent to the Reich stocks of raw materials, finished 
products, industrial machinery, and railway rolling stock which 
could be used in Germany. This was done by virtue of armistice 
terms or military orders. In the next stage, they closed certain fac- 
tories and required others to work on German orders, under the 
supervision of German Commissioners. In the closing of factories, 
the Germans have pursued three distinct lines of policy. First, in 
areas which they intend to organize as exclusively raw material and 
agricultural domains of the Reich — Poland and Rumania — they 
have closed factories not engaged in extracting natural products. 
The machinery of the closed factories has been sent to the Reich. 
Secondly, they have closed factories competing or likely to compete 
directly with German firms; this has been the fate of most of the 
textile factories of Northern France and the Low Countries. Thirdly, 
they have closed sections of factories so as to make it impossible 
for a conquered country to produce complete instruments of war. 
The factories which remain open are being organized so as to com- 
plement German production. Both these and the extractive indus- 
tries are being integrated into the Reich economic scheme. Raw 
material distribution is effected almost exclusively through Reich 
central bodies. 

The agricultural system of the occupied countries is also being 
subjected to fundamental structural changes. Poland and Rumania 
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are being organized as medieval fiefs to supply the New Order with 
agricultural and industrial raw materials. The industrial areas of 
western Europe are being organized on the German pattern of 
semi-industrial and semirural regions; the Nazis regard agriculture 
not merely as a profession but also as a vehicle for leading a “bal- 
anced life.” 

In order to pay for the orders placed in occupied countries, as 
well as to acquire majority control in all worth-while enterprises, 
the Germans devised a simple and nominally legal device. This con- 
sists of charging the subjugated country what are termed “costs of 
occupation.” These “costs” are not fixed in relation to what the 
German military spend in the occupied country, but on the basis of 
the maximum war budgets of the country prior to German con- 
quest. The Nazi authorities are, thereby, enabled to accumulate 
large credit balances with the central banks of the occupied coun- 
tries. With these balances the Germans pay for the orders they 
place, as well as acquire stock, often majority stock, in the com- 
mercial banks and in the industrial and trade enterprises of the 
country. It is in this manner that they have bought out French, 
Belgian, and other holdings in the Balkans, and have acquired a 
large share in the coal and iron ore mines of Alsace-Lorraine, the 
steel mills and shipyards of France, Belgium, and Holland, as well 
as in enormous armament factories, such as the Skoda works in 
Czecho-Slovakia. These shares are usually not held by the govern- 
ment, but are sold back to German nationals and companies. 

The gold and foreign asset reserves of the occupied countries are 
acquired by the Reich in exchange for German mark balances 
booked to their account in Berlin. These mark balances are later 
placed in a “blocked” account, so as to make it difficult or impos- 
sible for the occupied country to make purchases in the Reich. The 
currency of the occupied countries is reduced to a subsidiary posi- 
tion in relation to the German mark; it is relegated to a status 
analogous to that of silver, nickel, and copper coins in relation to 
dollar bills and dollar balances. All external payments and receipts, 
whether for imports and exports or for debt service, have to be made 
through Berlin out of, or into, German mark balances. All foreign 
trade negotiations are conducted from, or through, Berlin. 
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The changes in the economic structure of Continental Europe 
under the New Order have been so fundamental and drastic as to 
impress even those least inclined to recognize them. Thus, a feature 
article appearing in the London Times of March 7, 1941, concludes 
a survey of these changes with the following comment: "Hitler is 
already trying to change Europe so radically in favour of the 'master 
people 7 that nothing will ever be able to change it back. Millions 
of workers against their will have been caused to migrate. They do 
not want to migrate again. Industry is withdrawing from the Ruhr 
and reappearing in Eastern Europe. Markets lost oversea through 
the blockade have been replaced to the extent of at least 80 per cent 
by increased trade within Europe. Germany has already perfected 
a clearing system, controlled from Berlin, whereby 11 European 
countries balance their exchange multilaterally, all transactions be- 
ing calculated in Reichsmarks. No foreign exchange is needed. And 
by price control violent market fluctuations have so far been pre- 
vented. Hitler aims at making trade with Germany so advantageous 
that all European countries will want to continue, whatever the 
result of the war/' 

REICHSMARK DIPLOMACY 

In the field of money and banking, the first acts of the occupying 
Germans have related to exchange rates and to the control of ex- 
change transactions. The available information regarding the fixing 
of exchange rates is presented in Table 1. 

In the determination of exchange rates, as in all other fields, 
there is a clear line of demarcation between the policy pursued in 
areas immediately and completely incorporated into the Reich and 
the acts and measures in regions left outside the domestic economic 
and currency zone of Germany. In the case of areas where Reichs- 
mark currency was to be introduced, the new conversion rates 
adopted involved, for the most part, a considerable appreciation of 
the local currency in terms of the Reichsmark. The official reason 
given for the overvaluation of the various local currencies is that it 
was designed to adjust or realign prices and wages in the new areas 
to the level prevailing in Germany. This implies official recognition 
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Table 1. Exchange Rates in Occupied Territories 

(Value of one unit of local currency in Reichsmark 
and decimals thereof) 


Official Rate 
Rate Prior Fixed 


Countries 

to Oc- 

on Oc- 

Latest Rate 

(in order of occupation) 

cupation 

RM 

cupation 

RM 

in Force 

Austria 

0.460 

0.667 

(RM currency) 

Czechoslovakia 

1. Sudetenland 

1 

0.120 

(RM currency) 

2. Bohemia and Moravia 

1 0.086 

0.100 

0.100 RM 

3. Slovakia 

J 

0.086 

0.086 RM 

Memelland 

0.420 

0 

0 

0 

(RM currency) 

Poland 

1. Danzig 

0 

d 

0 

0 

d 

(RM currency) 

2. Warthegau (Polish 

Corridor, etc.) 

0.470 

0.500 

(RM currency) 

3. Gouvernment General 

0.47° 

0.500 

0.500 RM 

Denmark 

0.481 

0.500 

0.500 RM 

Norway 

0.567 

0.600 

0.600 RM 

Luxembourg 

0.106 

0.100 

(RM currency) 

Netherlands 

1.323 

1.500 

1.333 RM 

Belgium 

1. Eupen-et-Malmedy 

0.083 

0.100 

(RM currency) 

2. Occupied Belgium 

0.083 

0.100 

0.080 RM 

France 

0.056 

0.050 

0.050 

Rumania 

0.020 * 

0.013 t 

0.01 3 f 

Source : German publications and the Swiss daily Neue 

Z uercher Zeitung . 


* Official rate raised middle of December, 1940, from 49-50 lei to 59-60 lei 
per RM. ( Siidost-Economist , December 20, 1940.) Latter rate taken. 

t This is the rate for exchanging German and Reichskreditkassen notes into 
lei, 75 lei to RM. ( Financial News , London, January 7, 1941.) 
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of the already well-known fact that the German price and wage 
structure was considerably higher and out of step with that of the 
neighboring countries. 

The determination of conversion rates for areas left outside the 
domestic currency and economic zone of Germany displays one 
obvious peculiarity which may be mentioned first. The rates of 
exchange fixed in the first instance by the occupying military au- 
thorities (penultimate column of Table 1) were motivated largely 
by considerations of convenience. The German soldier had to 
be given a rounded figure for the conversion of his Reichsmark 
notes into local currency for the purpose of making purchases 
in the occupied areas, (The Reichsmark notes, whether those of 
Berlin or of the Reichskreditkassen — the itinerant banks of the Ger- 
man armed forces — were proclaimed legal tender upon the entry of 
German troops.) The conversion rates chosen were, therefore, the 
official Berlin rates, rounded out so as to be easily divisible. The 
rates selected erred on the side of an overvaluation of the local 
currency, except in the cases of France and Rumania, for the cur- 
rencies of which the new rates involved depreciation. 

The more significant aspects of the policy pursued by Germany 
in fixing the exchange rates of the occupied countries are brought 
out in Table 2. This shows the overvaluation or undervaluation 
of the new exchange rates of the Reichsmark on the basis of com- 
parison with three types of rates prevailing before the occupation. 

It will be seen that on the first two bases of comparison — pre- 
occupation official rates and effective or clearing rates — the coun- 
tries fall naturally into three more or less distinct groups. The first 
group comprises all those areas which have since been incorporated 
completely into Germany and which now use Reichsmark currency. 
The new exchange rates fixed for this group involved, by comparison 
with the pre-occupation official rate, an undervaluation of the 
Reichsmark in the case of Austria, Sudetenland, Danzig, War- 
thegau, and Eupen-et-Malmedy, and a slight overvaluation of the 
German currency in the case of Memelland and Luxembourg. 

One might suppose that the undervaluation of the Reichsmark, 
and especially the heavy discrepancies in favor of the Nazi strong- 
holds of Danzig and Austria, were motivated by political consider- 
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Table 2. Percentage Overvaluation (+) 
or Undervaluation ( — ) 
of New Reichsmark Rates 


Occupation (or latest) Rate in Relation to: 



Pre - 

Pre-Occupation 

Food 


Occupation 

Effective 

Buying 


Official 

or Clearing 

Power of 


Rate * 

Rate t 

RM t 


% 

% 

% 

Austria 

- 3 ° 

0 

? 

Sudetenland 

-29 

0 

+ 10 

Memelland 

+ 5 

? 

? 

Danzig 

-33 

? 

? 

Warthegau (Polish 
Corridor) 

- 6 

+ 33 

+ 9 6 

E upen-et-Malmedy 

- *7 

+ *9 

+ 24 

Luxembourg 

+ 6 

+ 33 

+ 45 

Bohemia and Moravia 


+ 19 

+ 3 2 

Gouvernment General 
of Poland 

- 6 

+ 33 

+ 96 

Slovakia 

0 

+ 4 ° 

+ 54 

Denmark 

- 4 

+ 38 

+ 9 2 

Norway 

- 6 

+ 34 

+ 34 

Netherlands 

0 

+ 42 

+ 47 

Belgium 

+ 5 

+ 5 ° 

+ 55 

France 

+ 12 

+ 50-60 

+ 115 

Rumania 

+ 2 5 

+ 5 ° 

+ 224 


* These are the Berlin official rates as given in column i of preceding table, 
t Clearing agreement rates for Sudetenland, Protectorate, and Slovakia; for 
others, effective rate equivalent to about 30 per cent below official rate. For 
France, cross rate from official franc-sterling rate and the official sterling- RM 
rate. 

i Based on cost of “basket of provisions" — 14 foodstuffs — in October, 
1938, as computed by International Labor Office in Review of March, 1939, 
p. 4 ° 8 - 

ations. Such, however, was not the case with respect to all the 
areas incorporated. The comparison made in the second column of 
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Table 2 indicates dearly that the new rates chosen for the Reichs- 
mark in Austria and the Sudetenland were exactly equal to the pre- 
occupation effective rate of the Reichsmark in those two countries. 
Though the relevant figures are not available, it is probable that 
this policy of wiping out the differences involved in the artificially 
high value of official rates was also pursued in Memelland and 
Danzig. The new exchange rates for these four areas, therefore, 
reflect a rough application of a theoretical device for the “correct” 
determination of “true” exchange rates, known technically as the 
purchasing-power-parity theory. 

On the other hand, the new rates fixed for the Warthegau, 
Eupen-et-Malmedy, and Luxembourg do not reflect, in whole or 
in part, application of economic principles. This becomes obvious 
when the new rates are compared with the pre-occupation effective 
rate of the Reichsmark in these three areas. The new rates involved 
an overvaluation of the Reichsmark amounting to 19 per cent in 
Eupen-et-Malmedy, and to 33 per cent in the Warthegau and 
Luxembourg. In other words, a low valuation in terms of the Reichs- 
mark was thereby placed on all the property, bank balances, and 
currency holdings of these three regions. This discriminatory treat- 
ment is not surprising for two reasons. First, the inhabitants of 
these regions, who were of “Germanic” stock, were relatively few 
in number, and were, perhaps, not as “purely German,” or as Nazi, 
as the population of the other regions incorporated into the Reich. 
Secondly, a large part of the physical and monetary wealth of these 
areas belonged to foreign elements, to Poles in the Warthegau, to 
Belgians in Eupen-et-Malmedy, and to Belgians and Frenchmen in 
Luxembourg. As it was the settled policy of the Third Reich to 
transfer all the material wealth of these areas to Germans brought 
over from the Baltic countries, or to Reich Germans, it was ex- 
pedient that the latter should be made to pay as few Reichsmarks 
as possible for their new acquisitions. Conversely, it was opportune 
that the compensation to be given to the ousted foreign elements 
of these regions for their bank balances and currency holdings 
should be as low as possible in terms of Reichsmarks. 

The discriminatory treatment explained above is even more 
marked for the two groups of countries falling outside the domestic 
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economic and currency zone of the Reich, the “protectorates” 
and the nominally independent states. In fact, it will be observed 
that the overvaluation of the Reichsmark increased systematically 
with the growing military successes of Nazi Germany. In terms of 
pre-occupation effective or clearing rates of exchange, the over- 
valuation rose from the level of 19 to 33 per cent for Eupen-et* 
Malm6dy, Warthegau, and Luxembourg to a level of 50 to 60 per 
cent for France and Rumania. The new high Reichsmark rates for 
the “protectorates” and for the nominally independent countries 
cannot be explained solely in terms of objective economic factors, 
such as differential movements in price and wage levels. It is true 
that prices and wages had remained fairly stable in Germany, while 
they had risen in the countries subsequently occupied by Germany. 
This rise, however, had never been such as to justify the tipping of 
the scales in favor of the Reichsmark by as much as 30 to 60 per 
cent. 

There is little doubt, therefore, that nice economic distinctions 
were thrown overboard after May, 1940, when the Reich found 
itself the undisputed master of the Continent of Europe, and that 
German policy shifted even in the field of exchange rates toward 
one of “might” and “prestige.” Prestige was involved because the 
United States dollar enjoyed, even in the small Danubian and 
Balkan countries, a premium over the Reichsmark ranging from 30 
to 50 per cent. Nazi Germany had, however, ordained that the 
Reichsmark was to be the “leading currency of Europe.” Hence, 
all “shameful” differences in valuation between the United States 
dollar and the Reichsmark had to be swept away. The cogency of 
these considerations was later officially admitted by Reich State 
Secretary Landfried. I11 a public statement at the end of September, 
1940, he formulated the Reich exchange policy in these blunt 
terms: “The Reich can no longer tolerate that the Reichsmark 
should be subject to a lower valuation than any other exchange, 
for example, the dollar, in any one country.” 

Placing the R.eichsmark on an equal footing with the United 
States dollar had two concrete advantages going well beyond ques- 
tions of mere prestige. First, both for the occupying military au- 
thorities and for the German importers, it meant raising the pur- 
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chasing power of the Reichsmark for the purpose of buying food 
and other necessities in the conquered countries. The increase in 
the food-buying power of the German currency ranged initially 
from some 30 per cent in Norway to well over 200 per cent in 
Rumania (see last column of Table 2). This initial advantage has, 
no doubt, narrowed as a result of a subsequent increase in the food 
prices of occupied countries, but this price rise has not been such 
as to wipe out that advantage. 

Secondly, the elimination of differences with the dollar meant a 
substantial increase in the value of the Reichsmark for the purpose 
of placing orders with the industries of occupied countries and of 
acquiring a large share of the stock of all their worth-while enter- 
prises. This overvaluation of the Reichsmark may be best measured 
by the percentage difference between the new rates of exchange 
and the pre-occupation effective or clearing rates, shown in the 
second column of Table 2. It ranged initially from about 30 per 
cent in Norway to some 50 to 60 per cent in France and Rumania. 
There is reason to believe that this overvaluation continues to re- 
main at about its initial level for most transactions for the account 
of the Reich. Industrial raw materials are either owned by the 
Reich or bought by it at fixed prices, wage rates have not gone up 
or have not been allowed to rise substantially, and quotations in 
the stock markets of occupied countries have remained, or have 
been kept, depressed. 

The German authorities have gone further and have forestalled 
also the usual long-term effects of an overvalued currency. Under 
ordinary conditions of international trade, an overvalued exchange 
rate cannot be maintained for any great length of time without its 
reacting to the disadvantage of the country of the overvalued ex- 
change. The reason for this is simple. An overvalued exchange rate 
makes one's exports dear and one's imports cheap, and thereby 
tends to create a large import surplus. Such a surplus ordinarily has 
to be paid for either by cheapening one's exports or by other forms 
of payment, such as selling gold and foreign assets or borrowing 
abroad. Germany's increasing “legitimate" import surplus with the 
occupied countries is not, however, being settled through the nor- 
mal channels of exports or sales of gold and foreign assets. Instead, 
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Germany has resorted to two other, and nominally legal, expedients. 
The first consists in charging the conquered countries "costs of 
occupation/ 7 As is explained in the next chapter, these costs are 
much higher than the actual expenditures incurred by the occupy- 
ing forces. The Germans have been enabled to create thereby credit 
balances with the conquered countries out of which they pay for 
part of their imports from the same countries. 

The second expedient is also superficially legal and correct. Ger- 
many, with one hand, pays for part of her imports in Reichsmarks, 
but, with the other hand, proceeds to take away these same pay- 
ments by blocking the Reichsmarks in Berlin so that they cannot 
be used for making purchases in the Reich. This process in no 
way prevents the exporter of the occupied country from collecting 
on the goods sent to Germany; the exporter continues to be paid in 
his own currency by his own central bank. The central bank itself, 
however, is unable to realize on the Reichsmarks paid by the Ger- 
man importer into one of the central exchange institutions of the 
Reich, because these Reichsmark proceeds are, in large part, blocked 
in Berlin. Through this devious process Nazi Germany has bor- 
rowed increasing sums from the central banks, and, therefore, 
from the central governments of the occupied countries. The Reich 
Government has, no doubt, promised to settle the amounts so 
borrowed at an eventual peace conference, but it is more than 
probable that at such a conference Germany will present claims 
far in excess of her own debts, either on account of imports or of 
other services. 

The preceding discussion has related to exchange relationships 
between the Reich and occupied areas. Brief mention needs to be 
made also of certain significant provisions regarding exchange rela- 
tionships between occupied areas and foreign countries other than 
the Reich. The first provision relates to Austria. Prior to an effective 
Anschluss , the Reichsmark rate for the Austrian schilling was raised 
on March 17, 1938, from its former level of 0.460 RM to 0.667 RM, 
per schilling. A decree of July 11, 1938, provided, however, that the 
new rate did not apply, except in a few minor cases, to debts exist- 
ing on March 17, 1938, between Austrians and foreigners. These 
debts were converted into blocked Reichsmarks at the old non- 
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appreciated quotation of i schilling ~ 0.46 RM, This measure was 
obviously designed to prevent the foreign creditors of Austria from 
benefiting from the appreciation of the Austrian schilling. 

A second instance of this same policy is to be found in the legis- 
lation regarding Czecho-Slovakia. Following the Munich Agree- 
ment, a decree of October 15, 1938, provided that all debts and 
loans expressed in Czecho-Slovak currency between persons and 
firms in the annexed territories — Sudetenland, etc. — and persons 
and firms in foreign countries other than Czecho-Slovakia were to 
be settled on the basis of the old rate of exchange of 0.086 RM per 
crown, and not the new appreciated rate of 0.120 RM per crown 
adopted for the annexed territories. As in the case of Austria, this 
measure withheld the benefits of currency appreciation from all 
foreign creditors other than those situated in Czecho-Slovakia. 

Alongside with the determination of exchange rates, German 
authorities in occupied areas imposed strict supervision and control 
over all exchange transactions. In regions directly incorporated into 
the Reich the German system was introduced immediately and in 
its entirety. In the other areas the assimilation of the existing ex- 
change control system to the exchange legislation in force in Ger- 
many has been less abrupt and has been achieved in three stages. 
The first stage is characterized by the delegation of powers of 
exchange control to special bureaus, known in the areas under 
military occupation as Devisenschutzkommando. The primary func- 
tions of the special bureaus are generally the same in all areas. They 
may be best illustrated, however, by reference to the concrete pro- 
visions of a circular of the Devisenschutzkommando in France, 
issued on June 14, 1940, to banks and credit agencies in Paris and 
in the Department of the Seine. This circular contains, in addition 
to the usual provisions on penalties, four articles. 

The first article requires each bank and credit institution to 
submit a statement covering all foreign assets and valuables; the 
article contains an exhaustive list of such assets and valuables, 
among which figure precious stones and bank notes in Reichsmarks. 
The second article forbids the disposal of any of the valuables 
listed in the first article until further order. (This prohibition was 
not new as it had already been inserted in the armistice agreements 
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— Article 17 in the agreement with France.) The third article pro- 
vides that the safe-deposit boxes of all clients are to be closed, and 
that they may be opened only in the presence of a representative of 
the special bureau. The fourth article specifies the date for submit- 
ting statements, and requires, as well, each institution to present a 
list of safe-deposit clients, with their name, address, and the date 
of their last visit to the safes. The safe-deposit clients were later 
ordered to open their boxes by a specified date, January 10, 1941, 
for Occupied France; boxes remaining closed on that date were 
forced open by the Devisenschutzkommando. 

The second stage in the assimilation of alien exchange control 
systems to that of Germany has taken the form of divesting central 
banks of all but purely technical and routine functions in connec- 
tion with exchange control. This action is in conformity with Nazi 
conceptions on the severely limited role of central banks in the 
monetary and economic system, and with the practice current in 
Germany, where there is a similar clear line of demarcation between 
the functions of the Reichsbank and those of the Ministry of Eco- 
nomics. The exercise of the more important functions of exchange 
control has been vested with a Ministry', as in the Protectorate with 
the Ministry of Commerce, with a special foreign exchange institu- 
tion controlled by a Ministry, as in Holland and Norway, or with 
a completely autonomous foreign exchange control body, as in 
France. In Denmark, despite a law of June, 1940, giving the Min- 
istry of Commerce "wider powers,” the separation is not yet com- 
plete and the National Bank holds on jealously to its former more 
or less exclusive powers in the field of exchange control. A German 
Commissioner or “adviser” has been attached to each of the central 
foreign exchange control bodies of the occupied countries. 

The final stage in the “co-ordination” of alien exchange control 
regimes consists in generally assimilating them to the detailed ex- 
change legislation in force in Germany. A first step in that direc- 
tion has been the stipulation to revise the exchange control system 
hitherto in force in occupied areas so that it does not conflict with 
the German legislation. 


8 . 


REPARATION AND TRIBUTE 


“I am not a democrat and therefore no 
swindler. I am not a war profiteer . . .” 
Adolf Hitler , February 24 , 1941 . 


I N ORDER to strengthen her war chest, to pay for normal im- 
ports and acquisition of stock piles from occupied countries, and 
to acquire majority control over the wealth and industrial enter- 
prises of the entire Continent of Europe, Nazi Germany has re- 
sorted to two simple and nominally legal devices. The first of these 
is the device of charging conquered countries what are termed 
"costs of occupation / 7 The second comprises a variety of collections 
from conquered peoples which may be described as "windfall 
gains / 7 The second device supplements the first whenever the sums 
forthcoming from occupation charges appear to run short of the 
maximum collections necessary to permit the Reich to achieve a 
complete financial and economic mastery of Europe. 

Both devices are "superior 77 to the system of reparations set up 
under the Versailles Treaty. They permit the Reich to rake in what 
can be collected during the war period itself, under the guise of 
"military necessity 77 and the "internationally recognized rights of 
occupying forces / 7 The devices avoid, thereby, postwar problems 
and wrangles such as those that beset the reparations payments of 
the Versailles Treaty. At the end of a successful war Hitler will be 
able, therefore, to present himself to the gullible German public 
and subject peoples as the "most generous conqueror in the history 
of the world , 77 and as one who willingly foregoes revenge on his en- 
emies even for the most "appalling burdens 77 they imposed on his 
"long-suffering people / 7 

The available information on the costs of occupation and an 
analysis of the significance of these costs are presented in the table 

102 


REPARATION AND TRIBUTE 


IO3 

on page 104. The information on costs of occupation is derived from 
official sources, except in the case of Norway, Belgium, Denmark, 
and the Netherlands. The data for these countries are those issued 
in March, 1941, by the British Foreign Office. There is little 
reason to doubt the broad accuracy of these data except in the 
single instance of Norway. The British figure on the costs of occu- 
pation for this country is, in all probability, too high; for reasons 
explained below, it should be scaled down by about 40 per cent so 
as to be roughly equal to the last aggregate budgetary appropria- 
tions of Norway before the German invasion. 

A careful scrutiny of the sums imposed as costs of occupation dis- 
closes that Germany approached this problem, not in a haphazard 
fashion, but on a methodical actuarial basis. This is shown clearly 
by a comparison of the costs of occupation with the last budgetary 
appropriations of the conquered countries before the German in- 
vasion. Such a comparison is made in item 6 of the accompanying 
table. It v/ill be seen that, by and large, the costs of occupation tend 
to approximate either the last aggregate budgetary appropriations or 
the last total war budget of each of the conquered countries. The 
deviations from this basis which may be observed in the rough com- 
putations contained in the table reflect, in part, shortcomings in 
the available budgetary figures, and, in part, adjustments made by 
the German authorities for changes in the territory, population, and 
rule of the respective countries. 

The complete budgetary figures available for France relate to 
actual expenditures in 1939. On this basis the costs of occupation 
are equivalent to 80 per cent of the aggregate budget and to 140 
per cent of the war budget for 1939. But the rate of French expendi- 
tures increased substantially in the first six months of 1940 preced- 
ing the capitulation of France. What the Germans charge annu- 
ally as occupation costs is, therefore, exactly equal to what the 
French themselves would have spent on all their armed forces in 
the course of 1940, and about two-thirds of what would have been 
aggregate French budgetary appropriations in the same year for 
war and civilian purposes. The proportion of two-thirds representing 
the share of occupation costs in the last aggregate civilian and war 
budget of France is not accidental; it corresponds to the proportion 

Text continues at foot of page 105. 


Costs of Occupation and Their Significance * 

Den - Nether- Czecho- 



France 

Norway 

Belgium 

mark 

lands 

Slovakia 

Rumania 

i. Costs as annual per capita levy 
in U.S.A. dollars 

69.56 

108.82 

42.10 

31.90 

28.13 

2 3*55 

4.78 

2. Costs as total annual charge 
in mns. of U.S.A. dollars 

2^20 

320 

353 

122 

2 54 

160 

64 

3. Costs as total annual charge 
in mns. of RM 

7 > 3 °° 

799 

88i 

3°5 

6 35 

400 

160 

4. Costs as total annual charge 
in mns. of nat’l currency 

146,000 

1,322 

10 >575 

710 

477 

4,000 

12,000 

5 . Last budgetary appropriations 
in mns. of nat’l currency; 

a. Aggregate appropriations 

b. Extraordinary 

186.000 

106.000 

827 

112 

13.855 

2,232 

7 M 

182 

1,016 

269 

13,726 

3,503 

51,826 

14,285 

6. Costs of Occupation (4) as 
Per Cent of; 

Aggregate budget (5-a) 
Extraordinary budget (5-b) 

78.5 

137.7 

x 59-9 

(1,180.4) 

76.3 

473 - s 

99.4 

(390.1) 

46.9 

( 1 77 * 3 ) 

29.1 

114.0 

23.2 

84.0 

7. Est. Nat’l Income in 1937 in 
mns. of nat’l currency 

212,000 

2,637 

69,920 

4,200 

4,500 

66,700 

99,300 


* See next page for explanation of nature and limitation of figures used as bases of comparison. 
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* N O T E S TO TABLE: 

Items 1-4: 

Sources : 

For France: Official German sources. 

For Czecho-Slovakia (Bohemia and Moravia) : Berlin dispatch to New 
York Times of January 3, 1941. Prior to 1941, costs of occupation were 
half of the figure shown; see balance sheet for the end of 1939 of the 
National Bank of Bohemia and Moravia. 

For Rumania: Premier Antonescu quoted in Bucharest dispatch to New 
York Times of March 8, 1941. 

For Norway, Belgium, Denmark, and the Netherlands: Statement of 
British Parliamentary Undersecretary for Foreign Affairs, New York 
Times , March 20, 1941. (Conversion rate used: $4.7 = £1.) Figure for 
Denmark is partly confirmed by article of the Governor of Danish 
National Bank, C. V. Bramsnaes, in Bank-Archiv of Berlin, No. 1, 1941, 
and partly by the balance sheet of the Danish National Bank for the end 
of 1940. The latter contains an item of 400 million crowns called “Mis- 
cellaneous Debtors,” representing the costs of occupation for the ten 
months April 6 to December 31, 1940. Similarly, the figure for Belgium 
is partly confirmed by the reported increase of 12 billion francs in the 
short-term debt during 1940, and partly by the balance sheet of the 
Bank of Issue in Brussels and the National Bank of Belgium published 
in the Frankfurter Zeitung of February 2, 1941. 

Conversion rates for national currencies are the new RM official rates, and 
for dollars the official rate, 1 RM — $0.40. 

Population figures relate to entire country as of December, 1939, except for 
Czecho-Slovakia (Bohemia and Moravia) and Rumania. For these two 
countries the figures represent estimates of the actual population arrived 
at by deducting the population of ceded or seized territory. 

Item 5: Estimates of budgetary expenditures are those, published by League of 
Nations in Statistical Yearbook, 1940, except for France, figures for which 
relate to actual expenditure in 1939. Figures for Czecho-Slovakia (Bohemia 
and Moravia) relate to 1938, for other countries to 1940-1941. 

“Extraordinary” item exclusively: “war” budget for France, Belgium, 
Czecho-Slovakia, Rumania, and “capital account” appropriations for Nor- 
way, Denmark, and the Netherlands. 

Item 7: Estimates of national incomes are those published i ft League of Nations 
World Economic Survey, 1938-1939, p. 84. Denmark: 1936; and Rumania: 
1 933 - 

Continued from page 103: 

of the territory and population of Metropolitan France which is 
under the direct rule of the Germans. 

Similarly, though the costs of occupation imposed on Bohemia 
and Moravia work out to 114 per cent of the Czecho-Slovak 1938 
war budget, the figures selected by the Germans probably cor- 
respond to the rate of expenditure on the Czech armed forces in 
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the first three months of 1939, just before the occupation of Prague. 
The annual levy imposed on Rumania is about 16 per cent lower 
than the defense appropriations voted early in 1940. This difference 
may be due to the fact that the Rumanian Government spent less 
on the armed forces than was originally anticipated, or it may reflect 
an attempt on the part of the German actuaries to allow for the 
loss of Rumanian territory and population to the USSR, Bulgaria, 
and Hungary. 

The available budgetary data on the other four countries do not 
permit very conclusive comparisons. Belgium's extraordinary budget 
represented only part of that country's military expenditure; in order 
not to arouse the ire of Nazi Germany, a major part of the military 
appropriations were tucked away in ordinary civilian expenditure. 
The costs of occupation work out to about three-fourths of global 
expenditure as provided in the budget for 1940-1941. The Nether- 
lands had no war budget proper; the item called "extraordinary" 
represents investments and other capital expenditures by the gov- 
ernment. The budget of the Dutch Ministry of Defense constituted 
only a part of total military expenditures. These expenditures in- 
cluded important appropriations for the naval and air defense of 
the Netherlands Indies. Allowance for these latter appropriations 
and for the decision of the Reich to incorporate Holland in the 
shortest time possible may account for the fact that the costs of oc- 
cupation represent only one-half of that country's aggregate budget. 

Denmark and Norway had no special war budgets, and their mili- 
tary expenditures were negligible. The costs of occupation for Den- 
mark are roughly equal to her aggregate budget, as drawn up before 
the German invasion. There is no reason to assume that the Ger- 
mans adopted a different basis in fixing the costs of occupation for 
Norway. These costs are, therefore, probably equal to the aggregate 
expenditures provided for in the last Norwegian budget, and not 
60 per cent in excess of such expenditures, as appears from the data 
of the British Foreign Office. 

The preceding comparisons bear out the contention that the 
costs of occupation are in reality tribute payments, and that these 
payments have been fixed by the German authorities by a rough 
application of the economic concept of "the capacity to pay," also 
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known as the principle of "what the traffic can bear ” German 
sources have not yet owned up to their use of such methods, but 
they have implicitly admitted as much, both in answers to French 
complaints about the high level of occupation costs and in discus- 
sions on the future tax burden of the citizens of the Reich. 

To remove all possible doubts on this subject, as well as to sug- 
gest the extent to which costs of occupation are in the nature of 
tribute payments, it will suffice to cite two concrete instances having 
to do with Occupied France. The first concerns the actual number 
of German troops in Occupied France. Roy P. Porter, correspond- 
ent of the Associated Press in that part of France during the second 
half of 1940, has provided adequate evidence on the number of 
such troops. In an article dated January 15, 1941, which is generally 
neither unfair nor unfriendly to the Germans, Correspondent Porter 
states: 

"No official figures ever have been given as to the actual number 
of troops brought in with the occupation forces, but a good Ger- 
man military source hinted at around 600,000. Today it seems safe 
to estimate that not more than 150,000, including staff officers and 
men, are on regular duty in the northern occupied zone. There are, 
of course, many, many thousands more in the military zone along 
the English Channel ports and the French-Belgian frontier, but 
these are air force and combat troops engaged in operations against 
the British Isles/' In other words, the number of German troops 
in France has ranged between a minimum of 200,000 and a maxi- 
mum of 600,000 men. For the supposed upkeep of some 350,000 
men the Nazi authorities are charging the equivalent of what the 
French nation spent for the maintenance of an army more than ten 
times that size as well as for large naval forces active in the seven 
seas. 

Even more conclusive is the information disclosed * by French 

* United Press dispatch from Vichy in New York Times of March 23, 1941. 
This report has not been questioned by German sources or in press dispatches 
sent from the Reich. Further confirmation of the accuracy of the author’s ap- 
proach to this problem is to be found on page 41 of the annual report of the 
Bank of France for 1940, which contains an itemized statement of the accounts 
of the Reichskreditkassen with the Bank of France for the period August 21 to 
December 31, 1940. 


I08 THE SPOIL OF EUROPE 

authorities with regard to the unspent credit balances accumulated 
on the books of the Bank of France by the German military au- 
thorities. On February i 7 1941, such unspent balances totaled 53 
billion francs; the occupation costs due to the Germans up to this 
date amounted to 85 billion francs. In other words, the Germans 
have spent but one-third of what they have taken in as costs of 
occupation. The size of the tribute may be even greater than the 
two-thirds of the occupation costs which remain unspent. It is 
more than probable that the amount of one-third actually disbursed 
covered, in addition to the costs of maintenance of the army of oc- 
cupation, payments for other items, such as nonmilitary requisi- 
tions and “normal” imports for German account, and German pur- 
chases of French stockholdings in Danubian and Balkan companies. 

In the other occupied countries the rate of German disburse- 
ments relative to total collections is probably even lower than in 
France. This is a fair supposition for two reasons. First, the major 
operations in the campaign against England are being conducted 
mainly from French soil. Secondly, these other countries are gen- 
erally poorer than France in natural, financial, and industrial re- 
sources, and hence are not open to the same degree of exploita- 
tion. It can be reasonably assumed, therefore, that the Germans 
are spending in all the occupied countries on the average between 
one-fourth and one-third of what they collect as occupation costs. 
The amount of claims the Germans are accumulating against 
France, Belgium, Holland, Denmark, Norway, Czecho-Slovakia, 
and Rumania must consequently be in the order of 7 to 8 billion 
Reichsmarks for one single year. 

The equitableness of this sum as tribute may be judged most 
fairly by comparing it with the reparations paid by Germany her- 
self under the much-maligned Versailles Treaty. The total of Ger- 
many's payments to all victorious Allies during the seven years be- 
tween 1924 and 1931, when the reparations agreement was in force, 
aggregated about 10 billion marks. In other words, Germany will 
have collected as net occupation tribute in one year of European 
domination about 80 per cent of what she herself paid in repara- 
tions during seven long years. Again, Germany's reparations pay- 
ment to France during seven years aggregated less than 4 billion 
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marks — a sum which Nazi Germany now collects from France 
as “costs” for six months of occupation. Furthermore, Germany 
borrowed from abroad during the reparations period a total of 25 
billion marks, or two and one-half times what she paid as repara- 
tions; in one way or another she defaulted on most of these foreign 
loans and credits just as she refused to pay her reparations obliga- 
tions after 1931. Under the New Order, on the other hand, the de- 
feated or conquered countries are not to be permitted to have even 
a say in foreign relations, to say nothing of being able to borrow 
abroad. And it is altogether excluded that these countries will ever 
be allowed to default on their tribute obligations to Germany. 

In order to make secure the subjugation of Europe for perpe- 
tuity, the German authorities have had resort, in addition to “costs 
of occupation,” to a variety of other nominally legal devices. These 
devices are mostly in the nature of “windfall gains.” The first device 
is the traditional confiscation of “enemy property.” The value of 
enemy property in Europe is, of course, colossal, as from the Ger- 
man point of view it could include the property of all the govern- 
ments and nationals of the countries which did not submit meekly 
to the will of Nazi Germany. There is no evidence to suggest that 
the Germans have applied such a blanket definition to all the prop- 
erty of the occupied countries. The available information points to 
selectiveness in confiscation, except in the case of British and Polish 
property which has been sequestered outright. German officials ad- 
mit outright sequestration only with respect to property owned by 
British and Polish nationals of Jewish race, and claim that other 
British and Polish property is being “merely administered” by the 
Reich. As this is the utmost permitted by established international 
law, the Nazi claim is not surprising. It is another facet of the policy 
of not providing legal grounds for retaliation against German prac- 
tices. Nazi Germany does not fear reprisals on the grounds of its 
treatment of foreign Jewish property, because most of the foreign 
assets of Jews living in the Reich have long since passed into Ger- 
man or other hands. 

An index of the value of British property in Europe is provided 
by official estimates of English investments in that continent. The 
nominal value of all such investments was last placed at 250 million 
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pounds, or roughly 1 billion dollars. The property of the Polish State 
has been estimated * at 2.4 billion dollars. 

The property of the governments and nationals of other enemy 
countries has been treated differently. There appears to have been 
no general confiscation in the case of property located within the 
boundaries of the respective countries. Both the governments and 
nationals of the occupied countries remain nominally in possession 
of such property as they own within their own boundaries. The 
Reich exercises control over publicly owned property, such as rail- 
ways, buildings, harbors, etc., but this is done by virtue of armistice 
agreements and other nominally legal acts. Reich citizens and com- 
panies may and do purchase privately owned property and wealth 
within the occupied countries, but such purchases are effected on a 
supposedly commercial basis with the local currency proceeds from 
the “costs of occupation/' 

On the other hand, that part of the property of the State and 
nationals of one occupied country which is located in another oc- 
cupied country is subject to a different treatment. According to the 
German Economic Commissioner in Norway, the current practice 
is to vest title in such property with German interests and with the 
nationals of the country where foreign property is located; the per- 
centage basis for the sharing of these spoils is not divulged. Dutch, 
Belgian, and Luxembourg stockholdings in Norwegian enterprises 
have been handled in this manner. The same treatment has been 
extended to similar stockholdings and to French interests in Da- 
nubian and Balkan companies. 

The practice of handing over even a part of foreign interests to 
national elements has very decided advantages for the German au- 
thorities. It is bound to appeal not only to those who acquire the 
interests, but also to all nationally conscious elements in the occu- 
pied country. The practice has the added advantage of permitting 
simpler and more effective control by the Germans. The Germans 
pay compensation to the despoiled foreign interests. Such compen- 
sation, which is largely nominal, takes two forms. The native ele- 
ments pay a compensation retained in a blocked account in Ber- 

* Manchester Guardian , November 24, 1939. 
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lin, and this is credited to the dispossessed foreign owner. The 
Germans pay for their own share either in Reichsmarks, which are 
promptly blocked, or in the currency of the foreign owner out of the 
proceeds derived from “occupation costs.” 

In Nazi German eyes, wealth belonging to persons of Jewish 
creed or race is akin to enemy property of the British and Polish 
type. According to the Voelkischer Beobachter—the leading press 
organ of the Nazi Party — of February 3, 1941, the policy of the 
Reich is to eliminate completely all Jewry from European economy 
by the end of 1941. “Windfall gains” from stripping Jews of all 
property and wealth are probably enormous. Total seizures in the 
Reich, including the fine of 1 billion Reichsmarks imposed in No- 
vember, 1938, after the shooting by a Jew of a Secretary of the 
German Embassy in Paris, have been estimated at 2 1 / 2 to 5 billion 
Reichsmarks, or 1 to 2 billion dollars. Confiscations of Jewish prop- 
erty in Czechoslovakia have been evaluated at about 500 million 
dollars.* Jewish wealth in other occupied countries, particularly in 
Holland, France, and Belgium, is probably far greater than what 
was seized in the Reich and Czechoslovakia. 

The policy of the German authorities in disposing of seized Jew- 
ish wealth is not generally uniform. Jewish wealth located in the 
Reich, in areas incorporated directly into the Reich, and belonging 
to British and Polish nationals of Jewish race, is appropriated by the 
German Government. The proceeds from the sale of this wealth 
to private citizens and companies constitute public revenue. 

The policy of the Nazi authorities in the occupied countries is 
superficially different. Theoretically, title to Jewish property passes 
to the native government of the occupied country. But the Reich 
intervenes discreetly in the disposal of Jewish property to private 
citizens and companies. As such property often occupies a key posi- 
tion in the industrial and commercial structure of the dominated 
countries, the Reich naturally wants control over such property to 
pass to its own citizens. This is done through the German author- 
ities on the spot intervening as mediators in spontaneous, or in- 

* The Bulletin of International News of the Royal Institute for Interna- 
tional Affairs (London), December 14, 1940, pp. 1611-1612. 
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stigated, wrangles over the disposal of Jewish wealth among the 
citizens of the occupied country. Thus, in Bohemia and Moravia, 
Reich Protector von Neurath assumed control over Jewish prop- 
erty on the ground that squabbles among competing Czech indus- 
trialists had made it impossible for President Hacha to settle the 
problem equitably. The Reich Protector's intervention had the ex- 
pected result. Choice Jewish property was awarded to German bid- 
ders for nominal prices. The latter presumably paid in the usual 
way, either in blocked Reichsmarks or in Czech crowns accumu- 
lated to the credit of the Reich for “occupation" and other ex- 
penses. 

A third important source of “windfall gains," akin to those from 
enemy property and Jewish wealth, is seizure of the property of 
persons or organizations inimical to Germany. The relevant decree 
for Holland, dated July 6, 1940, provides for the confiscation of the 
property of all persons and organizations “which have promoted 
tendencies hostile to Germany in the past , which are promoting 
such tendencies now, or which might be expected to promote such 
tendencies in the future ." (Not italicized in the original.) The 
blatantly sweeping character of the decree was designed partly to 
intimidate all European property holders in and outside Europe, 
and partly to permit German citizens and companies to acquire 
key possessions in an easy and nominally legal manner. It is not 
known whether title to such seized property passes to the native 
government, as in the case of Jewish wealth, or to the Reich itself, 
as in the case of British and Polish property. 

Fines on the municipalities and local authorities of the occupied 
countries provide a fourth lucrative source of income for the Reich. 
The total amount collected is unknown, but the few available ex- 
amples show that heavy fines are imposed on the slightest excuse. 
In January, 1941, the Norwegian city of Trondheim was fined 60,000 
crowns (13,000 dollars) for merely “showing hostility to German 
troops." In the same month, the municipality of The Hague had 
to pay a fine of 60,000 guilders (30,000 dollars) because damage 
had been inflicted to three German army cars left standing in the 
streets of that city. The City of Paris was fined 20 million francs 
(400,000 dollars) because someone had replaced the swastika flag 
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flying in one of the hotels with the Union Jack. Orleans, the town 
of Jeanne d'Arc, had to pay at the rate of 1 million francs (20,000 
dollars) on each of the three successive, occasions when the tele- 
phone wires were mysteriously cut. Similar occurrences in April, 
1941, in the Norwegian counties of Stavanger, Rogaiand, and Hau- 
gesund were punished by a large collective fine amounting to 500,- 
000 crowns (115,000 dollars). Equally illustrative of German reck- 
lessness over the financial burdens imposed on the dominated coun- 
tries is an order of November 26, 1940, issued in Paris with respect 
to automobile accidents caused by the agents of the occupying au- 
thorities. The victims of such accidents were officially informed 
that they had no claims on the German authorities and should 
request indemnities from the French Government. 

Not content with the above sources of revenue, the German au- 
thorities are also undertaking a thorough revision of all debts owed 
to the Reich. Such debts include loans and investments made by 
Imperial Germany. Before World War I, Germany was an impor- 
tant creditor country; her capital exports during the period 1911- 
1913 averaged 473 million gold marks (180 million dollars) a year. 
That Germany is bent on revoking all previous defaults and mora- 
toria even on these ancient loans and investments is suggested by 
the agreements concluded with Jugoslavia and Rumania early in 
1941. These agreements provide that the two debtor countries shall 
pay the equivalent of Germany's old loans and investments in their 
own currencies, and that these currencies shall be used by Germany 
to buy property and shareholdings in the debtor country. 

Nazi Germany's rapacity, however, goes beyond these nominally 
legitimate claims and includes demands for the reimbursement of 
all reparation payments made by Germany under the Versailles 
Treaty. The justification of this demand is based on familiar Nazi 
arguments against the Treaty of Versailles. The “burdens" im- 
posed by that treaty were based, it is claimed, solely on the imputa- 
tion of the “war guilt" to Germany. That imputation is declared to 
be a “lie." It follows, therefore, that all payments made on that 
basis were illegal extortions which must now be reimbursed fully 
to Germany. That the Nazis expect to be reimbursed for the 10 
billion marks paid to the Allied powers out of the proceeds of for- 
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eign loans is suggested clearly by the following blunt statement of 
December 20, 1940, by a German economist and a high official of 
one of the leading Berlin banks. 

'These relationships in the field of real goods economics would 
be not inconsiderably influenced by eventual tribute payments by 
the enemy and by other real wealth acquired by the State in the 
occupied regions without cost (booty). That would especially be 
the case if such deliveries were to be made in the form of real 
wealth, gold, and foreign assets. If only the German cash payments 
for reparations after the World War were required to be repaid 
in the form of real goods , it would mean a lightening of the burden 
for the Reich to the extent of about RM 10 billion. To this extent 
the raising of funds from future tax payments by the German peo- 
ple would be made unnecessary; the German national estate would 
be actually enriched by this amount/' (Not italicized in- the orig- 
inal.) 

The preceding account has shown the variety and magnitude of 
Nazi Germany's tribute from Europe in the form of occupation 
costs, seizure of enemy and Jewish property, imposition of fines, 
realization on ancient loans and investments, and reimbursement 
of reparations payments. If to these proceeds are added the value 
of military and civilian property taken by virtue of armistice agree- 
ments and the value of gold and foreign assets taken over in ex- 
change for Reichsmark balances, it probably would not be incorrect 
to surmise that Nazi Germany's aggregate collections add up to at 
least 90 billion marks, or 36 billion dollars. This is the figure men- 
tioned by Hitler in September, 1939, as the sum of expenditures on 
German armaments since his accession to power early in 1933. To 
use the language of the financial press, the Hitler war concern has 
been able to report for its first year of operations profits large enough 
to repay all capital sunk into the concern since its foundation. This 
is a phenomenal achievement, and, in view of the large sums in- 
volved, perhaps unique in the annals of financial and business 
success. 


9 . SOLDIERS’ MONEY AND 
SOLDIERS’ BANKS* 


** The Soldiers' Banks are like the Reich's 
mobile troops Reichsbank Vice-President 
Puhl, January , 1941. 


T HE acts and measures of the German authorities in the field 
of currency and central banking fall into two groups, those of 
a temporary or ad hoc character and those of a more permanent 
nature. Before proceeding to analyze the distinguishing features of 
the more permanent legislation, reference must be made to tem- 
porary measures connected with an army of occupation in a foreign 
land. 

An occupying army has to be provided with means of payment, 
not merely for the petty purchases of soldiers, but also for the ac- 
quisition by the high command of such local supplies as are not, or 
cannot, be brought over from the source of invasion. In the past 
these purchases and acquisitions by invading forces were usually 
made through the currency of the invading country, by requisition- 
ing, or both. This system had certain obvious disadvantages, how- 
ever. The use of one's own currency had disturbing effects on the 
monetary mechanism of the mother country, and requisitioning 
tended to have undesirable repercussions in occupied areas as well 
as to "soil” the "honor” of an occupying army. For these reasons, 
the Germans made little use of this system, except in the early or 
transition stage of their expansionism in Czecho-Slovakia. In this 
country Reichsmark notes and Reichsmark credits were used in a 

* This account of Soldiers' Money and Soldiers' Banks is based throughout 
on German official sources and documents. E' r en seemingly incredible state- 
ments are largely literal translations from the German. 
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fashion which, though apparently liberal, was nevertheless harm- 
less from the German standpoint because it was provided that the 
notes and credits should be liquidated only in an “orderly” manner 
through the German-Czech clearing apparatus. 

In other areas the German occupying forces used Reichsmark 
notes current in Germany but sparingly. (There are reports, not 
confirmed officially, that they went so far as to bring with them 
limited supplies of genuine local currency.) Resort was had instead 
to a scheme which, though simple, was ingenious in that it avoided 
the disadvantages of old-fashioned methods. The scheme entailed 
the use of special Wehrmachtspverflichtungsscheine, military prom- 
issory notes, and Reichskreditkassenscheine, Reich Credit Office 
notes, both denominated in Reichsmarks. Prior to the issue or use of 
these notes, the German authorities proclaimed, together with the 
new official exchange rates, the legal tender character of the Reichs- 
mark alongside that of the local currency. This was done through a 
clause analogous to Article 10 of the Organic Law for Bohemia and 
Moravia, quoted on page 60 above. 

The military promissory notes were used only for big purchases 
and were apparently issued in large denominations of 50,000 RM 
and over. The peculiarity of these notes is that, though they rep- 
resent obligations of the Reich Government and are denominated 
in Reichsmarks, they are good only for the country or region where 
they are issued. They cannot be converted into German currency 
or otherwise used in the Third Reich, nor can they be negotiated in 
the other countries under German occupation. The notes may be 
turned by the holder only into local currency, by presenting them 
to the central monetary authority of the country or region in ques- 
tion. The latter institutions can, of course, hold the military notes 
until after the conclusion of peace, when the Reich might settle 
them out of its claims on the invaded country for occupation costs 
and other reparations. The accepting institutions seem to prefer 
to write off these notes more or less immediately through the device 
of deducting outstanding amounts from the current claims of the 
German authorities on account of occupation costs. The accepting 
institutions substitute for this asset in their books a corresponding 
“claim on,” or “debt of,” the local government. 
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The peculiarity of restricted negotiability also characterizes the 
notes issued by the F.eichskreditkassen. The system of Reich Credit 
Offices was first and most extensively used in Poland. Later it was 
resorted to in varying degrees in all of the other occupied areas: 
Denmark, Norway, Holland, Luxembourg, Belgium, France, and 
the Balkan countries. In this connection it is interesting to record 
a minor, though significant, deviation in German practice. The 
official decrees authorizing the use of the system of Reichskredit- 
kassen in Poland, Scandinavia, and western Europe were issued 
after the commencement of each campaign. In the case of the 
Balkan campaign, on the other hand, the relevant decree preceded 
the beginning of military operations by five weeks. This decree is 
dated March 1, 1941; in issuing it the German authorities ex- 
plained that it was “merely a precautionary measure of a technical 
nature/ 7 

The present system of Reichskreditkassen is somewhat analogous 
to that of the Rentenbank and Rentenm.ark notes prevailing in 
Germany after the postwar hyperinflation. In both cases bank notes 
were issued on the security of an obligation assumed by the Reich 
Government toward the issuing bank. The Reichskreditkassen 
have their head offices in Berlin and are affiliated with the Reichs- 
bank as a sister institution. They act as itinerant banks or credit in- 
stitutions of the German armed forces and are often referred to 
in German sources as Soldatenbanken, or Soldiers 7 Banks. They fol- 
low these forces to their most advanced positions, open up branches 
as they go along, and perform functions covering almost the en- 
tire field of currency, credit, and banking. Emil Puhl, Vice-President 
of the F.eichsbank, has likened the Soldiers 7 Banks to the Pveich 7 s 
“mobile troops 77 ; he has stated that during the blitzkrieg in Flanders 
these banks had to perform economic and financial functions 
comparable to the military functions of the Wehrmacht 7 s motor- 
ized units. 

The primary function of the Reich Credit Offices is to issue notes, 
known as Reichskreditkassenscheine, to the armed forces. Notes 
have been put out usually in denominations of 50, 20, 5, 2, 1, and 
0.50 RM; coins of 0.10 and 0.05 RM have also been issued. These 
notes and coins, like the military promissory notes, are good only 
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in the country where they are issued and are not negotiable in the 
Reich or in the other lands under German occupation. Hence, the 
effects of such issues are isolated and are restricted to the relevant 
occupied country. 

The notes issued by the Reich Credit Offices constitute the main 
form of credits granted to German troops and authorities in in- 
vaded lands by the same Offices. A maximum has been set for such 
credits. The Offices in Poland were authorized to lend up to 1,000 
million RM, and those in Norway and Denmark up to 500 million 
RM for both countries. When the war spread to the Low Countries, 
a decree of May 15, 1940, provided that the Reichskreditkassen 
were to lend the Reich up to 3,000 million RM for the use of the 
German armed forces and authorities in Denmark, Norway, Hol- 
land, Luxembourg, Belgium, and France. The sum authorized for 
Norway and Denmark was included in the new figure. This brings 
the total of reported authorized loans for occupied alien areas other 
than Czechoslovakia to an aggregate of 4,000 million RM, or 1,600 
million dollars at the official rate of exchange. (The global note 
circulation of the Reichsbank is about 14,000 million RM.) 

The preceding functions of the Reichskreditkassen system 
averted the difficulties attendant on the methods of payment and 
acquisition employed in the past by armies of occupation. But the 
German forces often found, or left in their wake, what was tanta- 
mount to a monetary chaos. According to German sources, this 
was the case in Poland, Belgium, and Occupied France, where the 
monetary, credit, and banking systems are said to have broken 
down as a result of destruction, the flight of competent officials, or 
both. If the German forces were not to be hampered, and if these 
areas were to yield their maximum in resources and services, it was 
essential that the gaps be filled by the occupying authorities. Con- 
sequently, it was decided to extend the scope of the operations of 
the Reichskreditkassen in these areas to cover almost every variety 
of monetary, credit, and banking transactions. The Reich Credit 
Offices were accordingly authorized to act, where necessary, as 
banks for the discount of notes, checks, bills, etc., for collateral 
advances, and for loans. 

Evidence on the amount of notes issued by the Reichskreditkas- 
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sen is both scanty and conflicting. The Frankfurter Zeitung of June 
2, 1940, states, for instance, that the total of such notes issued in 
Poland amounted to "scarcely more than RM 50 million/' This 
would seem a paltry sum in comparison not only with the 1,000 
million RM credits which the Reichskreditkassen were authorized 
to grant the German forces in Poland, but also with the alleged 
monetary chaos found by the Germans in that country. Further, the 
amount is unbelievably small in relation to the monetary circulation 
of Free Poland. It constitutes but 20 per cent of the token coins, 
and only 5 per cent of the notes, in circulation in Poland at the end 
of July, 1939, or one month before the German invasion. 

As regards France, on the other hand, a Vichy dispatch to the 
Neue Zuercher Zeitung of September 30, 1940, states that the cir- 
culation of Reichskreditkassen notes in Occupied France "is prob- 
ably larger than that of French franc notes/' The total note cir- 
culation of the Bank of France on that date was around 200 billion 
francs. Assuming that this amount was distributed equally between 
Occupied and Unoccupied France, and allowing for the hoarding 
of French bank notes, one may infer that the scrip issued by the 
Reichskreditkassen in France up to that date totaled some 60 billion 
francs, or 3 billion RM. This would be roughly equal to the total 
of reported authorized Reichskreditkassen loans for all occupied 
countries other than Poland. 

The history of the Soldiers' Banks subsequent to the early stages 
of occupation has varied with regions. One may distinguish three 
broad lines of development. In regions which were incorporated im- 
mediately and completely into the Third Reich, the respective of- 
fices of the Reichskreditkassen became branches of the German 
Reichsbank, the latter institution taking over their assets and lia- 
bilities. (The National Bank of Austria and the Bank of Danzig 
had been absorbed by the Reichsbank in a similar fashion.) The 
evolution of the Reichskreditkassen has been different for areas 
which retained, or were to retain, a distinct non-Germanic char- 
acter. These regions fall in two groups: areas devoid of a normal 
monetary and banking apparatus, e.g., Poland, Belgium, and Jugo- 
slavia, and areas possessing a more or less intact monetary and bank- 
ing structure inherited from pre-invasion days, e.g., Holland and 
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France. In the former areas the Reichskreditkassen have constituted 
the nucleuses for the establishment of new banks of issue. In the 
latter areas the functions of the Reichskreditkassen have been taken 
over directly by the existing statutory central banks. 
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AND CREDIT 
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The P.eichsbcnk “shall act for the attain- 
ment of the objectives set by the National So- 
cialist Government Preamble to the Law of 
the Reichsbank y June , 1939. 


HE evolution of the Reichskreditkassen into new banks of issue 


merits close attention because it affords striking evidence on 


the principles and methods of Nazi Germany in the field of money 
and banking. This evolution may be observed both in Poland and 
Belgium. Attention, however, need be centered mainly on the 
Polish case, as developments in Belgium and Jugoslavia follow 
closely the pattern adopted for Poland. 

The transition of the Reichskreditkassen into a new Polish bank 
of issue was effected through the suspension of their right to issue 
notes denominated in Reichsmarks. Pending the printing of new 
zloty notes, the Reichskreditkassen were provided with the zloty 
circulating media in the possession of the sister institutions in the 
eastern provinces of Poland where Reichsmark currency was sub- 
stituted for zloty notes. 

The "Bank of Issue in Poland” was established by a decree of 
December 15, 1939. The distinguishing features of the new Bank 
reside in its management and administration, the regulation of the 
currency issue and the backing of notes, and, finally, in the term 
of its ordinary banking transactions. In its management and ad- 
ministration the new Bank of Issue conforms to the Nazi concep- 
tions regarding "autonomy,” explained in Chapter 4. The Presi- 
dent and Vice-President, though this is not specified in the statutes, 
are both Polish nationals. The first post is held by Professor 
Mlynarski, formerly Vice-President of the Bank Polski and Polish 
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representative on various international committees, and the latter 
by Mr. Jedrzejowski, a former Director of the Bank Polski and 
closely connected with the Polish co-operative movement. 

More important, however, than either of the above posts is that 
of the Bank Commissioner (Bankdirigent ) . The Commissioner 
exercises powers of supervision, control, and veto over all the trans- 
actions of the Bank of Issue, including the acts and decisions of 
the President and Vice-President. Though the statutes are mute 
on the nationality of the Bankdirigent, Reichsbank Vice-President 
Puhl disclosed on February 5, 1940, that “by an internal understand- 
ing . . . this office is to be filled by a Reich German.” Again ac- 
cording to Puhl, the real functions of the Bankdirigent are “to en- 
sure that the currency and credit policy of the management is in 
harmony with the monetary principles of the Reich.” The statutes 
further provide that all the higher officers of the Bank, including the 
Bank Commissioner, shall be appointed by the Governor General 
himself. Hitler's personal emissary in the Gouvernment General of 
Poland. 

The statutes of the new Bank do not set a maximum for the issue 
of notes. The reason for the absence of such a limit is explained in 
the following terms by Reichsbank Vice-President Puhl: 

“With the monetary requirements of economic life perpetually 
changing, a more or less rigid limitation of the note circulation has 
never been a satisfactory method, and in the present instance it 
would have been virtually impracticable, since the amount of cur- 
rency which will be needed in the territory under the Governor 
General is not yet known and can be only roughly estimated. The 
fact that land and soil have been brought into the reckoning, in 
laying a foundation for the value of the new zloty, will doubtless 
have favorable psychological, as well as other, effects and will help 
to inspire confidence in the new currency.” That “soil” and “labor,” 
rather than gold, should be the basis of a currency is a recurrent 
Nazi assertion. 

The cover regulations distinguish between notes issued in ex- 
change for old zloty notes and notes placed in circulation as a re- 
sult of the Bank's new operations. This distinction was made largely 
with the object of dispossessing holders of the zloty notes of the 
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Bank Polski. The holders were, of course, mostly Poles. The 1,000- 
zloty bank notes were not recognized as legal tender and were not 
exchanged at all. Similarly it was decided that notes of the Bank 
Polski in denominations of 500 and 100 zlotys were not legal tender 
and could be redeemed only with difficulty, after providing ade- 
quate proof of their local origin to the relevant branch of the Reichs- 
kreditkassen or authorized private banks. (An analogous discrim- 
ination has been introduced against “old” bank deposits— those 
made before the German invasion.) 

Special cover is provided for the old zloty notes by a first-rank 
mortgage in favor of the Bank on all real estate in the territory of 
the Governor General up to a limit of 3 billion zloty; such mort- 
gage has priority over all taxes and other charges. This had to be 
done because a major part, if not the whole, of the Bank Polski's 
gold and foreign exchange reserves was moved abroad before and 
during the German invasion of Poland. On the other hand, no pro- 
vision has been made for a cover for notes placed in circulation as 
a result of the Bank's new operation. Reichsbank Vice-President 
Puhl explains that such a backing is unnecessary because “the cover 
for the notes in question will be represented by the Bank's claims 
in respect of discounts and secured loans, together with its holdings 
of German means of payment and balances with the Reichsbank 
or the German Clearing Office, these latter assets representing the 
Bank's foreign exchange reserve.” How these latter assets are ac- 
quired remains obscure. Presumably, the new Bank accumulates 
Reichsmark reserves through the “normal” process of forcing the 
Polish economy to develop a large net export surplus vis-a-vis Ger- 
many. In any case, it has been made abundantly clear that the 
new zloty is to be based exclusively on the Reichsmark exchange 
standard. 

The banking activities of the new institution are much the same 
as those normally undertaken by central banks. The only new 
feature consists in the comparatively long term allowed for bill 
discounts and for collateral advances; this term is six months in- 
stead of the usual three. Finally, the new Bank of Issue is authorized 
to make loans not only to public bodies, but also to private enter- 
prise. 
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The situation in Belgium after the German invasion was ap- 
parently analogous to that of Poland. The authorities of the Na- 
tional Bank of Belgium had fled the country, taking with them not 
only the gold and foreign exchange reserves, but also the supply of 
bank notes and plates for printing notes. The wealthier part of the 
population had also fled, carrying their valuables and considerable 
amounts of cash. The Nazi reaction to this situation was literally 
identical to that observed for Poland, except in a few details where 
there was a slight deviation from the “master,” or Polish, pattern. 
With regard to currency, for example, the German authorities em- 
ployed, in addition to the system of Reichskreditkassen, an interest- 
ing and novel device. This comprised the mobilization of the note 
holdings (till money) of the commercial banks for the payment of 
wages during the first six weeks of the occupation, and an order 
to the population to restore hoarded currency to circulation, either 
through deposit in banks or through purchases. 

A new Belgian bank of issue was set up by a decree of June 27, 
1940, under the name of the Bank of Issue in Brussels ( Emissions - 
bank in Bruessel ) . This appellation is significant in that, unlike the 
“Bank of Issue in Poland,” it does not designate a country, but 
merely a former capital city. It recalls the name first given to the 
National Bank of Czechoslovakia by the German authorities; this 
was the National Bank in Prague, but was later changed to the 
National Bank of Bohemia and Moravia. 

The statutes of the new Belgian bank follow the Polish model 
very closely. The principal divergence relates to the capital of the 
Bank. In the case of the Polish institution there is no mention of 
capital stock. The Belgian counterpart, on the other hand, is en- 
dowed with a capital of 150 million Belgian francs, divided into 
15,000 shares of 10,000 francs each, of which at least 20 per cent 
is to be paid up. (The capital stock of the National Bank of Belgium 
was 200 million francs, fully paid up.) Dividends are limited to 
4 per cent. Nine Belgian commercial banks and companies par- 
ticipated as founders of the Bank of Issue in Brussels; their share in 
the stock is not known, nor is there any information regarding par- 
ticipation by German institutions. Among the Belgian founder 
banks is notably the Soci6te Generate de Belgique, presided over 
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for a long time by the notorious Emile Francqui. Before the Ger- 
man invasion this banking organization accounted for over 50 per 
cent of the aggregate deposits of the Belgian banking system and 
owned, or controlled, an equivalent share of the mining, industrial, 
and commercial wealth of Belgium, Luxembourg, and the Congo. 

The constitution and operations of the Belgian institution other- 
wise follow the Polish pattern. There is an all-powerful Bank- 
dirigent, a Reich German. He is Dr. Hans von Becker, a member 
of the Berlin private banking firm of Comes and Company. Von 
Becker is assisted by a representative of the Reichsbank. No upper 
limit was set to the note issue. The cover regulations are likewise 
similar. Notes issued in exchange for those of the National Bank 
of Belgium were to be covered, apparently, by a lien of 25 per cent 
on the value of all immovable property in the country, while the 
backing of new notes was to be constituted by the operations which 
led to the issuance of such notes. Foreign exchange reserves are to 
consist of German means of payment and Reichsmark balances. 
The new institution has taken over the notes issued by the Reichs- 
kreditkassen. As in Poland, the currency of eligible bills for discount 
and of collateral advances has been set at six months. Finally, the 
new institution is also authorized to accord unrestricted credit 
facilities to public authorities. This is, of course, fully in accord 
with the current German practice. The new statutes of the Reichs- 
bank, adopted on June 15, 1939, provide for the granting of "work- 
ing credits" by the Reichsbank to the Reich in "amounts to be fixed 
bv the Fuehrer and Reichskanzler.” 

Despite the measures taken by the German authorities, Belgian 
central banking remains in an anomalous position. This position has 
arisen because the gentlemen in charge of the National Bank of 
Belgium, including Governor Janssen, decided to scurry back to 
German-occupied Belgium as soon as they learned of German in- 
tentions to displace them from their high posts and functions. 
They returned in the middle of July, 1940, bringing back with them 
the supply of bank notes and the plates for printing notes. A board 
meeting was called, and the directors, taking the law into their 
own hands, decided to annul the amendment to the statutes trans- 
ferring the headquarters of the Bank from Brussels to France. This 
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decision is questionable on legal grounds at least because the au- 
thority for such important changes in the statutes is vested in Fi- 
nance Minister Gutt who, together with Premier Pierlot and For- 
eign Minister Spaak, forms part of the Free Belgian Government 
in London. 

The situation caused no embarrassment to the Nazi author- 
ities. That they remained nonplused may be gathered from the fol- 
lowing polite comment on the subject by a respectable, conserva- 
tive German periodical, Der Deutsche Volkswirt of July 26, 1940: 

'Theoretically, the National Bank could accordingly resume its 
activities. But it is to be doubted whether it could replace the new 
Bank of Issue, as the latter is far better adapted to the present needs 
of the country. Bills eligible for discount at the National Bank must 
mature in not more than four months, while the new Bank of Issue 
can discount bills with a currency of six months. Further, the latter 
is empowered to provide facilities for reconstruction not only to the 
State but also to the communes and provinces/' 

The German authorities, however, relented somewhat and made 
an illusory concession to the National Bank in a decree of Decem- 
ber 16, 1940. The right of note issue originally vested with the 
Bank of Issue in Brussels was suspended, and the National Bank, 
after having been placed under the control of Bankdirigent von 
Becker, was allowed to print and issue the bank notes needed by the 
German and Belgian authorities. In exchange for giving up chores 
connected with the printing press, the Germans obtained two con- 
crete advantages. They secured "legal" control over the National 
Bank and were enabled thereby to "legalize" the seizure of Bel- 
gian gold entrusted for safekeeping to the Bank of France. Ac- 
cording to Georges Theunis, Ambassador Extraordinary of the Free 
Belgian Government on special mission to the United States, the 
gold seized in this manner amounted to about $260 millions.* The 
Free Belgian Government has obtained a writ of attachment of the 
same value against the gold and dollar funds of the Bank of France 
held by the Federal Reserve Bank of New York. 

The dismemberment of Jugoslavia was followed by the establish- 
ment of two banks of issue. The first, the National Bank of Croatia, 

* See New York Times of February 6, 1941. (No date line given.) 
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was created in the middle of May, 1941. It is patterned after the 
National Bank of Slovakia in conformity with the Reich's pretense 
of respecting the sovereignty of the new Kingdom of Croatia. The 
second bank, the Serbian National Bank, was set up early in June, 
1941. The new Serbian bank is an exact replica, both in structure 
and powers, of the Bank of Issue in Poland. The all-powerful Ger- 
man Commissioner attached to it is called Bankdirigent, in contrast 
with the title of “adviser” given to the German Commissioner in 
control of the Croatian institution. 

The currency and central banking situation in other occupied 
countries — Denmark, Norway, Holland, and France — has evolved 
differently, at least on the surface. Brief reference may be made first 
to the currency arrangements. Though the system of Reichskredit- 
kassen was introduced in all these countries, its life was of a rela- 
tively short duration owing to the readiness of their statutory central 
banks to undertake the tasks of the German system. These institu- 
tions now furnish, on demand, local currency for all the costs of 
the German military and administrative authorities, and are in 
process of retiring the scrip put out by the Reichskreditkassen. 

The German authorities made no attempts to seize and operate 
the existing banks of issue of Denmark, Norway, Holland, and 
France. Instead, they resorted to the device of the Bankdirigent 
employed, first, for the National Bank of Bohemia and Moravia 
and, later, for the new banks of issue of Poland and Belgium. The 
two Reichsbankdirektors attached to the National Bank of Slo- 
vakia are simply “advisers.” On account of the fictitious respect 
for the sovereignty of Denmark, no outward change has been ef- 
fected in the status of the National Bank of Denmark. The func- 
tions of a Bankdirigent are exercised by officials in the chancery of 
the German Legation, and by “visiting advisers” from the Reichs- 
bank. 

In Holland the first act of the German authorities was to appoint 
Dr. Wohlthat as Bankdirigent to the Netherlands Bank. Dr. 
Wohlthat, a high official of the Reich Ministry of Economics, has 
been a close associate of Marshal Goering in the execution of the 
Four Year Plans and a noted economic negotiator of the Third 
Reich. In the latter capacity he acquired world notoriety as a 
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result of a visit to London shortly before the outbreak of the war. 
During this visit he “negotiated” with Hudson of the British De- 
partment of Overseas Trade for an international loan to Germany 
amounting to 2 billion pounds or 9 billion dollars. Subsequent 
events have proved that the visit and the negotiations were but an- 
other maneuver to pull the wool over Neville Chamberlain’s eyes 
and those of the City of London about Germany’s true intentions. 
This skilled economic “negotiator” of Nazi Germany was sent to 
Japan late in April, 1941, on a long and “important” mission. 

Dr. Wohlthat’s functions as Bankdirigent of the Netherlands 
Bank have been largely superseded by the subsequent appointment 
of a General Commissioner for Finance and Economy in the Neth- 
erlands. This post is held by Dr. Fischboeck, friend of the Fuehrer 
of the Austrian Nazis and of the Second-in-Command of the Dutch 
Nazis. Dr. Trip, President of the Netherlands Bank, co-operated 
with the new Nazi German masters until March 9, 1941, when he 
was dismissed by them. His place was taken by Rost van Tonningen, 
the Second-in-Command of the Dutch Nazis who until then had 
acted as Dr. Trip’s “protector.” 

The pattern is the same for Occupied France. The Military Com- 
mander for that area ordered on July 26, 1940, the creation of a 
post of (German) Bank Commissioner at the Bank of France; the 
post is filled by Dr. Karl Schaeffer of the Reichsbank. The Commis- 
sioner is assisted by a “permanent alternate,” Reichsbankdirektor 
Jost. In their desperate anxiety to forestall complete possession of 
Occupied France by the Germans and to otherwise “outwit” the 
Nazis, the authorities and departments of the Bank of France have 
flocked back to Paris in increasing numbers. They have thus ac- 
corded the German Commissioner facilities of control not merely 
over transactions in Occupied France, but also over those in Unoc- 
cupied France. 

The functions of a Bankdirigent attached to the statutory central 
banks are the same and as all inclusive as those of similar officials 
in the new Polish and Belgian banks of issue. In fact, a comparison 
of, say, the order relating to the Bank of France with the relevant 
provisions in the statutes of the Bank of Issue in Poland show’s 
them to be identical in the choice of words and even punctuation. 
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The Bankdirigent “must be kept informed by the Bank of all its 
activities,” he “may inform himself of all operations of the Bank.” 
He is also to be presented “at the end of each month a statement 
of . . . position showing total slight liabilities and asset items serv- 
ing as cover.” More important, however, is this further provision: 
“All important activities and operations of the Bank, especially the 
fixing of interest rates by the Bank as well as the extension of credits, 
shall be subject to the authorization of the Commissioner. The 
Commissioner may give in general terms authorization for certain 
categories of operations; the authorizations given are revokable.” 
The Bankdirigents’ wide powers have been used in two general 
directions: in reducing the level of interest rates (see Chapter 12) 
and in removing restrictions to the granting of credit facilities by 
the central bank to public authorities. Such restrictions had been 
particularly severe in the statutes of the Netherlands Bank, the 
Bank of France, and the National Bank of Belgium. 

The more fundamental and long-term functions of the Bank- 
dirigents attached to the existing statutory central banks are obvi- 
ously the same as those attributed by Reichsbank V ice-President 
Puhl to the Bankdirigent for the Bank of Issue in Poland. These 
functions are “to ensure that the currency and credit policy of the 
management is in harmony with the monetary principles of the 
Reich.” The monetary principles of the Reich have been defined 
in the Preamble to the new Organic Law of the German Reichsbank 
of June 15, 1939, in these terms (not italicized in the original) : 
“Within the sphere of functions entrusted to it, in particular the 
safeguarding of the German currency, it (the Reichsbank) shall 
act for the attainment of the objectives set by the National Socialist 
Government ” 
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“ I am not going to buy money bags for the 
German people. I am going to buy goods for 
them” Adolf Hitler , February 24, 1 941. 


E VIDENCE on the German haul of the gold and foreign ex- 
change reserves of the invaded countries is neither abundant 
nor wholly conclusive. This is not surprising for three reasons. First, 
it is hardly to be expected that the Germans, or their foreign hench- 
men, should publicize measures concerning this delicate subject. 
Secondly, such action as the Germans may have taken must by 
necessity be of a limited character. A major portion, sometimes the 
whole, of the gold reserves and foreign assets of the occupied coun- 
tries had taken refuge in areas beyond German reach before or dur- 
ing the successive Nazi invasions. Thirdly, the two centers of refuge, 
the United Kingdom and the United States, had taken measures 
to block both the gold and other assets of invaded countries. Nazi 
Germany's henchmen in occupied countries have not been, there- 
fore, in a position to give, at least to give generously. Further, in 
taking, German authorities have been obliged to employ tact and 
delicacy for fear of precluding themselves from falling heirs to such 
assets as could be made available through diplomatic and other 
measures. The available instances of official measures in this sphere 
do, nevertheless, shed adequate light on German methods and in- 
tentions. 

Action in Austria and Danzig was both direct and open. The 
central banks of these countries were taken over outright by the 
Reichsbank. The gold reserves and foreign exchange holdings of 
the Austrian National Bank — a total of 80 million dollars as of the 
last weekly statement of March 7, 1938 — were acquired by the 
Reichsbank and included among its “other assets." (The gold re- 
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serve of the Bank of Danzig as last reported amounted to only 4.3 
million dollars.) The German exchange regulations were applied to 
Austria, and it was ordered that all privately held gold, foreign ex- 
change, and foreign securities were to be surrendered to the Reichs- 
bank by April 5, 1938. Collections from this source have been esti- 
mated at over 200 million dollars, * making a total of some 300 
million dollars for public and private holdings of gold and foreign 
assets. 

The steps taken in Czecho-Slovakia are more confused. In the 
districts ceded to the Third Reich by the Munich Agreement, Ger- 
man authorities retired 2,908 million crowns in Czecho-Slovak 
notes and coins. Of this amount, they spent 1,653 radons for direct 
“purchases” in Czecho-Slovakia. The remainder, 1,255 millions, 
was returned to the National Bank of Czecho-Slovakia in March, 
1939, in exchange for an amount of gold equal to 35 per cent of the 
notes thus surrendered. (This percentage represented the Bank's 
reserve ratio on the date of the cession of Sudetenland.) In conse- 
quence of this transaction, the Bank's statement disclosed a drop 
of 466 million crowns, or 16 million dollars. 

Since the occupation of Prague in March, 1939, the figures for 
the gold reserve of the National Bank of Bohemia and Moravia have 
shown but slight movements. This is to be attributed to the fact 
that practically the whole of the reserve had been sent abroad so as 
to be far from the reach of Germany. A third of this gold had, how- 
ever, been deposited by the Czechs in perfect confidence with the 
Bank for International Settlements, an institution which claimed 
to be the World Bank. But shortly after March, 1939, the Interna- 
tional Bank took it upon itself to obligingly transfer the Czecho- 
slovak gold deposited with it to the German Reichsbank. The gold 
so transferred was worth 25 million dollars and included that part 
of the Czech gold — the major portion — which the International 
Bank had deposited with the Bank of England in London. The 
latter raised no objections in its capacity either as a big shareholder 
of the International Bank or as guardian of the Czech gold. The 
Reichsbank returned these courtesies by consenting to give the 
National Bank of Bohemia and Moravia scrip to an equivalent 

* Financial News (London), April 4, 1938. 
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value in the form of “gold deposit certificates.” These “certificates” 
are included in place of the gold in the figures for the gold reserve 
of the National Bank of Bohemia and Moravia. 

The extraordinary behavior of the Bank for International Settle- 
ments, an institution which aspired to be the World Bank, calls 
for explanation. The Bank has justified its action by asserting * 
that it made the transfer of gold after having received an official 
demand “from the new administration of the Czech National 
Bank.” In view of the obvious fact that the Czech authorities acted 
under duress, this appears a flimsy justification. 

The other explanation for the action of the Bank is that given 
by Lord Strabolgi in the British House of Lords in the course of a 
debate on this subject. His Lordship gave the following explana- 
tion: t 

“The President of the Bank for International Settlements is a dis- 
tinguished Dutchman, Dr. Beyen, of well-known Nazi sympathies. 
He is about to relinquish his post to join the great Unilever com- 
bine, which has large frozen Reichsmark credits in Germany. The 
Continental manager of Unilever in London is a certain Herr Franz 
Schicht, who plays a prominent part in organizing the German 
Nazis in London. So much for the President. I now come to a dis- 
tinguished German banker, Herr Hechler, who was formerly the 
assistant general manager of the Bank of International Settlements. 
He is known as a protege of the two English directors of the Bank, 
Mr. Montagu Norman and Sir Otto Niemeyer. In 1937 the French 
general manager, M. Quesnay, died, and the English directors in- 
sisted on Herr Hechter s appointment to the post in the face of 
strong opposition from the French directors. I am the last person 
to blame Herr Hechler, as a German citizen, for doing all he could 
to have this Czech money made available for his own government.” 

In replying for the government, then headed by Neville Cham- 
berlain and Sir John Simon, Lord Templemore neither denied nor 
questioned the charges made by Lord Strabolgi; and Dr. Beyen did 
retire "from the International Bank to become a full-time director 

* Associated Press dispatch from Basel, Switzerland, in the New York Times 
of May 31, 1939. 

t See Parliamentary Debates , House of Lords, Vol. 114, No. 84, July 11, 
1939, pp. 50-61. 
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of the soap concerns of Lever Brothers and Unilever, Ltd., and 
Lever Brothers and Unilever, N. V.* The Flanders campaign started 
while Dr. Beyen was on duty outside Holland, first in Basel and 
later in Paris and London. He was last reported to be acting also 
as financial adviser to Queen Wilhelmina in the British capital. 
The Bank which Dr. Beyen had headed declared its “absolute neu- 
trality” on the outbreak of the war. This declaration was reiterated 
for the third time on June 9, 1941. 

The history of the share of the National Bank of Slovakia in the 
Czecho-Slovak gold reserve is clothed in mystery. The Slovak Minis- 
ter of Finance is reported to have complained publicly about not 
having received the share promised to the little republic by the Ger- 
man authorities. The latter are presumably waiting for the recovery 
of the remainder of the Czecho-Slovak gold, held mainly in the Brit- 
ish Empire. 

Developments in the other occupied areas with regard to gold 
and foreign asset holdings are more obscure. It may be supposed 
that no problems of sequestration or registration arose in Poland, 
where the German authorities could not have found much in the 
way of publicly or privately held gold and foreign securities. Den- 
mark, owing to Germany's “respect” for her sovereignty, is theo- 
retically in a privileged position. Though the National Bank of 
Denmark has reported no movements in its gold reserve, an im- 
portant change in the law governing that reserve was effected on 
May 29, 1940, or nearly two months after the German occupation. 
It was provided that the National Bank “could dispose of all assets 
of gold and foreign exchange and all other Danish-owned funds 
abroad.” Ordinarily, this measure would mean merely a suspension 
of reserve requirements. In the circumstances, however, it implies 
surrendering to the Germans title over such gold and assets, par- 
ticularly in view of the physical impossibility of disposing of gold 
or securities anywhere except in Germany at the time, or since, the 
measure was taken. The gold reserve of the Danish National Bank, 
amounting to 53 million dollars before the invasion, is located 
mostly abroad. 

The Germans did not find much in the way of gold treasure in 

* See Financial News (London), June 16, 1939. 
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Norway. The gold reserve of the Bank of Norway, amounting in all 
to 84 million dollars, was saved from the German invaders through 
the efforts of Oscar Torp, King Haakon's Minister of Finance.* Mr. 
Torp personally supervised the difficult transportation of the gold 
from Oslo to the western coast of Norway and its loading on ships 
under heavy German bombardment. Norway's public gold treasure 
is now stored in the United States and Canada. 

In Belgium the German authorities were faced by a situation 
somewhat analogous to that of Poland and Norway, except for the 
260 million dollars of gold of the National Bank of Belgium de- 
posited with the Bank of France. This gold has been flown by air to 
Germany from its place of deposit in Dakar in French West Africa. 
The registration of privately held gold and securities has also been 
ordered in Belgium. 

The German authorities in the Netherlands, on the other hand, 
probably found adequate supplies of public and private gold and 
security holdings. The Dutch Finance Minister declared, on reach- 
ing London in May, 1940, that only “some two-thirds" of the gold 
reserve of the Netherlands Bank had left the country before the 
German invasion; the total of this reserve stood at 650 million dol- 
lars at the end of April, 1940. The fate of the gold remaining in 
Holland, some 200 million dollars, is not known, but it may be as- 
sumed that it found its way to Berlin after Rost van Tonningen's 
appointment to the presidency of the Netherlands Bank. The regis- 
tration of privately held gold, foreign securities, and other foreign 
assets has been ordered. The value of such gold and foreign assets 
must indeed be large, considering both Holland's wealth and her 
position as an outstanding financial center of the world. 

The position with regard to the gold of the Bank of France, worth 
2,000 million dollars, is probably analogous to that of the Nether- 
lands Bank. It may be assumed that not more than two-thirds of 
this gold left French territory before the capitulation of June, 1940. 
The remaining third, some 600 million dollars, may be located as 
far away as Dakar, and Martinique in the West Indies. Nazi Ger- 
many may yet find a way to get the larger amount of gold located 

* Mr. Torp in the New York Herald-Tribune of January 22, 1941, p. 5. 
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in Dakar, just as she has with regard to the Belgian gold also held 
there. The detailed declaration of privately held valuables, foreign 
securities, and other assets was decreed as early as June 14, 1940. 

Publicly owned gold actually collected by, or within easy reach 
of, Nazi Germany from the above sources alone must total, at the 
very least, some 1,200 million dollars. To this sum may be added 
another 300 million dollars, representing the gold reserves of the 
central banks of Hungary, Rumania, and Bulgaria. It may safely be 
assumed that the gold reserves of the central banks of Jugoslavia 
and Greece — 77 and 28 million dollars respectively — were saved 
from the German invaders in much the same way as the gold of 
the Bank of Norway. 

The fate of the privately owned gold, valuables, foreign securities, 
and other assets of the occupied countries remains unknown. Little 
has been disclosed officially or semiofficially beyond the mere regu- 
lations requiring the registration with the German-controlled au- 
thorities of all the gold and foreign wealth of the individuals and 
companies of occupied countries, whether located in or outside 
Europe. In the Third Reich such registrations have invariably been 
followed by arrangements whereby the government first assumed 
title over such wealth and later disposed of it. The first step has 
already been taken. Title to the various valuables and assets is being 
transferred to the central banks of the occupied countries. The pri- 
vate holder is being recompensed in local currency, at the official 
price for gold and valuables and at official exchange rates for for- 
eign assets. 

In so far as this has not already been done, the next step will 
involve the transport of the gold and valuables to Berlin and the 
transference of title to all foreign assets to the Reich. That the 
Reich is fully determined to take this step was more or less openly 
acknowledged by Walther Funk, Reich Minister of Economics 
and President of the Reichsbank, in a speech he delivered in 
Vienna on June 12, 1941. In the course of this speech, Funk de- 
clared that after the war Germany would have “adequate quan- 
tities” of gold and would use them freely. Given the fact that the 
Reich started the war with admittedly negligible holdings of the 
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yellow metal, the only possible source of the adequate quantities 
of gold referred to by Funk is the public and private gold treasure 
of the countries occupied or dominated by the Reich. 

In "fully compensating' the central banks and monetary au- 
thorities of occupied countries for the seizure of their gold and 
foreign exchange holdings, the Reich may resort either to the 
Czech precedent, by offering them "gold certificates," or to the 
Polish precedent, by crediting them with Reichsmark balances at 
the Reichsbank and the German Clearing Office. The "compensa- 
tion" transactions would be effected at official prices and official ex- 
change rates. It is immaterial which method is adopted, because 
both are fully consonant with Berlin's ordained position as the 
clearing center of Europe. 

Through these processes Nazi Germany will also fall heir to, 
and present a claim for, all European liquid wealth and investments 
beyond the Continent of Europe. The better part of such wealth 
and investments is located in the United States, and is shown below 
in millions of dollars 3 -: 
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a Official U.S. Treasury figures (Appropriations Bill for 1942), as of the date 
of “freezing” for each country. 

b Total excludes 7 million dollars representing debit balances, with brokers. 
c Less than $500,000. 
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The ruthless seizure of the gold and foreign asset holdings of the 
occupied countries may seem to be in contradiction with the Nazi 
ofEcial attitude toward gold and autarchy. In April, 1940, Robert 
Ley, Leader of the Labor Front and one of the most powerful men 
of Germany, described gold as “the weapon of Israel . . . with the 
lie of which the Jewish race has rendered secure its tyranny over 
mankind and nations/' Walther Funk, Reich Minister of Eco- 
nomics and President of the Reichsbank, repeated the same theme 
in March, 1941, when he also reiterated Germany's refusal to revert 
to the gold standard by saying: “In this question the Reich admits 
no compromise/' It would be childish, however, to assume that such 
an official stand on gold should exclude also the disposal of this 
“Jewish shackle" to the “pluto-democracies" in exchange for their 
valuable wares and services. Nazi Germany will continue to collect 
gold and dispose of it as long as there are countries outside the New 
Order which accept, or can be made to accept, the barren metal. 

The seizure and the holding of foreign securities and other assets 
are even less contradictory. They permit the Third Reich to buy 
other people's wares and services without having to export. More 
important still, they enable Nazi Germany to acquire control over 
the key industries and enterprises of countries not under the direct 
subjugation of the Master Race. 
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BANKER 
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“Wc demand therefore the abolition of 
revenue which is not the product of labor and 
effort: the smashing of the tyranny of inter- 
est .” Article 11 of Nazi Program of 1920, 


ALONGSIDE the control of currency and central banking, the 
German authorities have assumed important functions of “su- 
pervision” over the commercial banks and other credit institutions 
of occupied countries. This action is significant because banking 
supervision in the strict sense of the term was already in existence 
in most of these countries. The notable exceptions were Holland 
and France, where commercial and other private banks had scotched 
successive attempts to institute even mild forms of banking super- 
vision; the only legislation in force in these two countries related 
to that regulating commercial enterprises in general. The other oc- 
cupied countries, particularly Denmark and Norway, were already 
endowed with systems of banking supervision which had generally 
been held in high esteem. Nevertheless, the Germans imposed, or 
superimposed, a system of their own in each of the alien countries. 

In each case the system is literally one and the same. Legislation, 
as widely separated in time and relevance as that relating to Poland 
and France, will on comparison be found to be identical even with 
respect to punctuation. The German legislation is simple and clear 
cut. It provides for the establishment of organizations known as 
Offices of Bank Supervision. Though this is not specified in the 
legislation, the Bankdirigent attached to the central bank is in- 
‘ variably also the highest official of the Office of Bank Supervision. 

The functions of the Bankdirigent in his capacity of Bank Super- 
visor are as all inclusive as his duties in connection with currency 
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and central banking. His authority extends to all forms of banking 
and credit organizations or, in the words of the legislation, to “en- 
terprises which professionally carry on bank or savings bank opera- 
tions (receiving and paying money, receiving deposits, purchasing, 
selling, and administering securities for the account of others)/ 7 

Some of the broader powers of the Office of Bank Supervision 
are: 

“(a) to examine the books and accounts of the credit establish- 
ments subject to its supervision, as well as the cash, securities, bills, 
etc., and to request information regarding all transactions, as well as 
to make important operations dependent upon its consent; 

“(b) to examine or require submission of balance sheets and 
documents pertaining thereto; 

“(c) to prohibit the carrying on of the business, or any particular 
transactions, especially the disposal of securities, the repayment of 
obligations or commercial commitments; 

“(d) to order the deposit or the transfer of the securities of the 
controlled credit establishment; 

“(e) to withdraw from authorized persons the right to represent 
the credit establishments, and to confer this right upon others/ 7 

It is further provided that no new credit establishments may be 
set up without the “previous written authorization of the Office of 
Bank Supervision/ 7 The expenses of supervision are borne by the 
supervised institutions, which include all commercial and private 
banks, savings banks, and other credit institutions. 

The Bank Supervisors have, naturally, used their powers in this 
field to reinforce their functions as Bankdirigents of central banks. 
More suggestive of future trends is the action of the German Bank 
Supervisors with respect to interest rates, the introduction of special 
bills as a standard method of public finance, the encouragement of 
certain types of credit institutions, and the role of German com- 
mercial banks in occupied areas. 

The cry against the “tyranny of interest 77 was one of the cardinal 
planks of the Nazi Program of 1920; Article 11 demanded the “abo- 
lition of revenue which is not the product of labor and of effort. 77 In 
the Third Reich this demand has found expression in the Anleihe - 
stock (Loan-Stock) Law of 1934, which limited dividends to an 


THE SPOIL OF EUROPE 


14O 

average of 6 per cent, and in a few exceptional cases to 8 per cent. 
In consequence of this measure there has been a systematic reduc- 
tion of interest charges in the Reich. The share of “interest income” 
in the total national income declined from 10.6 per cent in 1932 
to 6.7 per cent in 1937, despite a huge increase in the interval in 
public and private borrowing. 

When the Law of 1934 lapsed, its place was taken by the Profit- 
Stop Decree of November 23, 1940, issued by the Reich Commis- 
sioner for Price Formation. The decree provided that enterprises 
which made greater profits than in peacetime must, first, lower 
prices immediately and, secondly, pay to the government the excess 
of the profits earned since September 1, 1939. This latter provision 
is in accord with demand No. 12 of the Nazi Program of 1920, call- 
ing for “the integral confiscation of all wartime profits.” The legis- 
lation in the field of interest charges and profits was one of the high- 
lights of Hitler's speech to the munitions workers on December 10, 
1940. After reviling the “pluto-democracies” for not being content 
with profits unless they were “at least 160 per cent,” he said: “I 
believe 6 per cent sufficient; . . . from this we again take one- 
half, and insist upon the remaining half being invested in the na- 
tion's interest.” 

German precepts and practice with respect to interest charges are 
now being extended to the occupied countries. The extent to which 
this happened may be illustrated by reference to the discount rates 
of the central banks of the occupied countries. These rates are rep- 
resentative because in a co-ordinated banking system, such as that 
of Nazi Germany, they form the basis for the entire level of interest 
rates. The changes in this key interest rate are shown in the state- 
ment on page 141. 

The changes disclose two interesting features. The first is that 
the Netherlands is the only occupied country which has not ex- 
perienced a reduction in its central bank discount rate. The rea- 
son for this exception is to be found in German intentions for the 
outright incorporation of Holland into the Reich economic system 
in the near future. Such incorporation requires an equalization of 
interest rates. As the Dutch rates, however, were lower than those 
of the Reich, they were left unchanged, pending actual incorpora- 
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tion, when the Dutch rates will be raised to the level of the German 
rates. This is the “model” procedure first adopted in the Protector- 
ate. When that area was incorporated in the economic system of 
Germany on October i, 1940, the discount rate of the National 
Bank of Bohemia and Moravia was raised from 3 per cent to 3% 
per cent so as to be equal to that of the Reichsbank. 

More revealing, however, is the fact that, with the exception of 
Denmark and Bulgaria, the central bank discount rates of the oc- 
cupied countries have been reduced to levels appreciably below that 
of the Reichsbank. (The exceptions are temporal}' and will prob- 
ably disappear as soon as Nazi Germany can afford to disregard its 
theoretical respect for Danish and Bulgarian sovereignty.) The 
lower rates enforced in areas outside the domestic financial and 
economic zone of the Reich are not accidental. They form part of 
a policy already observed in the manipulation of exchange rates and 
exchange control, and the imposition of an additional “equali- 
zation” tax on Poles and Jews. The same procedure was also fol- 
lowed, for example, in fixing the statutory limit for the dividends 
of the Bank of Issue in Brussels. This limit was placed at 4 per 
cent. The statutory' dividends allowed to the Reichsbank, on the 
other hand, are exactly 23 per cent higher than those of the Belgian 
Bank; they remain at the level of 5 per cent fixed in 1938. 

The interest rate policy of the Reich in the occupied areas is, 
therefore, the reverse of traditional policy. Interest rates in colonies, 
dependencies, and less-developed countries have always been higher 
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than those in the mother or dominant countries. Hence, German 
policy may be justifiably interpreted as an extension of the political 
doctrine of racial hierarchy to the sphere of interest rates. Money, 
bank deposits, and investments in the Third Reich are to earn a 
higher yield than money, bank deposits, and investments in the 
subjugated countries. A more charitable interpretation would be to 
say that the subjugated countries are being rendered more Nazi than 
Nazi Germany itself by being “protected” to a greater degree from 
the “tyranny of interest.” 

Equally suggestive of future trends are the reported develop- 
ments in occupied countries indicating an adoption of German 
methods of finance, credit, and banking. Of these, the most sig- 
nificant is the introduction of special public bills as a standard 
method of government finance. Germany financed her re-employ- 
ment and rearmament schemes largely by resort to payment in 
special bills known as A rbeitsbeschaffungswechsel (employment- 
creating bills) and Sonderwechsel (special bills). The use of the 
first type of bill was adopted at the end of July, 1940, in Belgium and 
late in October in Denmark and Holland. In France the system of 
special public bills was instituted on November 8, 1940. A law of 
that date, applicable to all of France, provided that up to per cent 
of State contracts for works over 50,000 francs in value and those 
for supplies in excess of 200,000 francs were to be paid in the form 
of “six-month Treasury bills.” The currency of the German 
employment-creating bills was three months, but on each ma- 
turity they could be, and were, automatically renewed up to a total 
period of fifty-four months. 

The French Government decreed on the same date four further 
measures, of a similarly novel character, governing the form of 
public and private payments. The introduction of novel forms of 
payment had been preceded by the suspension of a decree of No- 
vember, 1928, limiting deposits in ordinary and postal savings banks 
to 20,000 francs. This limit had previously been much lower, but 
was raised gradually to take account of the depreciation of the 
franc. An abolition of, or further increases in, the limit, though 
often recommended, bad been successfully opposed by the com- 
mercial and private banks; these had found the competition of the 
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savings banks a little too keen. The removal of the savings bank 
deposit limit under German "suasion” is not surprising. National 
Socialism is avowedly prejudiced in favor of the savings bank sys- 
tem. Further, this system, rather than the commercial banks, had 
been found a more convenient instrument for the financing of the 
German recovery and rearmament schemes. 

The novel measures introduced in France simultaneously with 
the Arbeitsbeschaffungswechsel provide for the obligatory use of 
checks, or transfers to a bank or to the postal system, for all private 
and public payments in excess of 3,000 francs on account of wages, 
salaries, rents, transportation charges, services, supplies, and works. 
All merchants were required to open and maintain a bank ac- 
count or post office checking account. These devices are in reality 
an adoption of the system of the Girozentralen and of the postal 
check widely prevalent in Germany, Austria, and, to a lesser ex- 
tent, in Switzerland. Payment by ordinary bank check had never 
attained in France the same popularity as in the Anglo-Saxon coun- 
tries. In addition to their obvious advantages, these new devices 
have also the incidental benefit of permitting the German Bank 
Supervisor to exercise a degree of scrutiny and control over all 
French monetary transactions which would have been impossible 
under the old method of effecting most payments in bank notes. 

Finally, the German* authorities have strengthened their hold 
over the banking system of occupied countries by encouraging 
private Reich banking institutions to assume, directly or indi- 
rectly, an increasing role in the banking business of these countries. 
In areas immediately and completely incorporated into the Reich, 
German banking institutions established branches and assumed 
control in an open and direct manner. This happened also in Alsace- 
Lorraine. According to the Swiss press, all French banks in Alsace- 
Lorraine, with the exception of the Societe Generate Alsacienne de 
Banque, have disappeared or have been sequestered by the Ger- 
man authorities. Their place has been taken by branches of the big 
Berlin banks, the commercial and private banks of the near-by 
German districts, and the Bank der Deutschen Arbeit, the banking 
organ of the German Labor Front. 

In the nonincorporated areas the infiltration of German banks 
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and financial holding companies has been somewhat more discreet. 
This infiltration has taken many forms, most of which are analogous 
to those described in the preceding chapter on the collection of 
tribute and on “windfall gains ” An initial type of infiltration was 
the acquisition by German banks of the branches of Czech banks 
in the Sudetenland after the latter’s incorporation into the Reich; 
this involved no exchange transactions as the purchase was effected 
in Reichsmarks. Through these branch purchases the German banks 
assumed direct part control of the Czech banks themselves. The 
same type of infiltration was employed with respect to the Polish 
banks in the Gouvernment General of Poland; these banks had 
had important branches in the Polish areas incorporated into the 
Reich. 

Seizure of “enemy property” offered another method to gain 
additional, or new, control by German banks and holding com- 
panies. British property alone offered large opportunities, as Eng- 
lish investments in Europe were mainly in the field of banking 
and finance. A few conclusive examples may be cited to illustrate 
the significance of this method of infiltration. With respect to bank- 
ing, it will suffice to refer to Czecho-Slovakia — a country well ad- 
vanced both financially and industrially by comparison with the 
other Danubian and Balkan countries. Even in this country the 
British owned or controlled three important banks. The Anglo- 
Prague Credit Bank was controlled by the Anglo-International 
Bank. The Bohemian Discount Bank was owned largely by Klein- 
wort, Sons, and Company of London and by the Belgian Banque de 
Bruxelles. The Bohemian Union Bank was controlled by the Brit- 
ish Overseas Bank and by the Belgian Societe Generate. The Ger- 
mans took over British bank holdings soon after the outbreak of the 
war. Their control was further increased by the acquisition of the 
Belgian share in the capital stock of the Bohemian Discount Bank 
and Bohemian Union Bank, when Belgium became an enemy 
through resistance to German invasion. So far, the only important 
bank to escape direct German infiltration is the Zivnostenska 
Banka, an institution owned almost entirely by Czechs. 

Similarly, majority control in the capital of one of the largest 
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Jugoslav banks, the Jugoslav General Banking Association, passed 
from Belgian to German hands early in December, 1940, or well 
before Jugoslavia was brought into the Axis. 

The French had liquidated their share in the stock of Czech 
banks soon after the outbreak of the war. They entered a claim 
against Czech gold held in London and were able to obtain a 
settlement in gold before the capitulation to Germany in June, 
1940. French holdings in the stock of Balkan banks, on the other 
hand, were taken over through “voluntary" sales to the Germans. 
It was in this way that the Deutsche Bank, for instance, acquired 
in May, 1941? a 90 per cent interest in one of the best-known 
Rumanian banks, the Banca Commerciala Romana. 

The infiltration of German institutions in the banking system of 
central and southeastern Europe is doubly significant because most 
industrial and commercial enterprises in that area have been, and 
continue to be, largely owned and managed by banks. 

Even more extensive was enemy property in the form of British 
interests in the insurance business of Continental Europe. The 
smaller European countries had been almost entirely dependent 
on London or on the agencies of London insurance firms. This was 
also true to a large degree of the bigger and more advanced countries. 
Before the German invasions the number of British insurance 
houses operating in these countries was as follows: 94 in Holland, 81 
in France, 71 in Belgium, 51 in Denmark, and 25 in Norway. That 
the Germans are determined to fall heir to this important business 
is indicated by the creation, late in March, 1941, of a new reinsur- 
ance enterprise. This is known as the Association for Covering 
Large Insurance Risks. The Association has been placed under the 
leadership of the Munich Reinsurance Company, which, as its name 
suggests, is a Reich organization. The principal insurance com- 
panies of Italy, France, Switzerland, Sweden, Finland, and of all 
German-occupied countries have been “invited" to “participate" 
in the new organization. This “invitation" may be interpreted as a 
generous gesture, or as a method whereby the Reich assumes in- 
direct control over all non-British insurance business in Europe, or 
as both. The German financial press has hailed the new Munich 
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Association as “not only a wartime emergency measure but the 
foundation stone for the future organization of the European in- 
surance business under Reich hegemony/' 

With the consolidation of military occupation and political as- 
similation, however, German banking infiltration has taken bolder 
and more open forms. The first of these is the opening of branches 
and agencies of German banks in most of the occupied territories, a 
step initially restricted to the Gouvernment General of Poland. A 
beginning in this direction was made early in March, 1941, by the 
Dresdener Bank and the Bank der Deutschen Arbeit. The former, 
one of the “big three" Berlin banks largely owned by the Nazi 
Party, opened a subsidiary in Brussels under the name of the Con- 
tinental Bank. The Bank der Deutschen Arbeit, an institution 
entirely owned and operated by the German Labor Front, followed 
with a more ambitious program. It decided to add to its foreign 
business in Warsaw, Cracow, and Prague by opening subsidiaries in 
Belgium and Holland. The Belgian subsidiary, the Banque de 
Travail, has a capital of 10 million Belgian francs, or 334,000 dollars. 
The Dutch subsidiary, the Bank fuer Nederlandsche Arbeid, was 
set up in Amsterdam with a capital of 3 million guilders, or 1,600,- 
000 dollars. The German Labor Front bank also announced plans 
for direct participation in Rumanian and Bulgarian banking in- 
stitutions. 

The second of the bolder forms of German banking infiltration 
is the direct purchase of large stock in the banking institutions of 
the occupied countries. The model adopted for such purchases is 
that originally devised for Havas, the official French news and pub- 
licity agency. The stock, and hence control, of this agency is shared 
between the French and the Germans in the ratio of 51 to 49. The 
small margin of 2 per cent majority allowed to the French is pre- 
sumably considered adequate to manage appearances and to con- 
form with the Nazi official doctrine regarding the “autonomy" and 
“self-administration" of non-Germanic areas and peoples. Early 
in March, 1941, the Vichy authorities disclosed that “Germans 
have bought or are buying blocks of 45 to 49 per cent of the shares 
of the large French banks." Most of the smaller French banks 
were owned or operated largely by persons of Jewish stock, and 


GERMANY BECOMES EUROPE^ BANKER 147 

twenty-nine of such Jewish banking firms had already been placed 
under “Aryan” control by a decree of February 22, 1941. 

The three big Berlin banks — the Deutsche Bank, the Dresdener 
Bank, and the Commerz Bank — have made large increases in their 
capital stock in order to cope, in the words of the Dresdener Bank, 
with the expansion of their field of activity over “the whole Euro- 
pean space.” No such increase was called for in the case of the bank- 
ing organ of the German Labor Front. This originally small and 
obscure semipublic credit institution has already experienced a 
spectacular expansion under the Nazi regime. Today it vies for 
top rank with the leading commercial banks of the Third Reich. 

By May, 1941, the expansion of German banking business in the 
Reich's European “living space” had become extensive indeed. 
German financial infiltration in occupied territories had been ac- 
complished through 18 banks with a German majority interest, 3 
banks with a minority participation, and 6 branches and 3 agencies 
of German banking institutions. The institutions most widely 
represented &re the Dresdener Bank, the Deutsche Bank, the Com- 
merz Bank, tne Creditanstalt of Vienna, and the Deutsche Arbeiter 
Bank. Holland, Belgium, and Rumania show the largest number 
of purely German banks and bank branches. German banking in- 
filtration in France, Greece, Finland, and the three Scandinavian 
States had been achieved in a more discreet manner, mainly taking 
the form of large participations in local credit institutions. Ac- 
cording to the May, 1941, issue of the Bank Archiv , the leading 
Berlin banking magazine, this latter policy is to be preferred be- 
cause it offers greater possibilities of acquiring control over local 
deposits and overcomes such resistance as is inspired by nation- 
alistic and similar considerations. One of the principal objects of 
this substantial German banking expansion, according to the same 
authoritative German source, is “to mobilize the surplus of capital 
in western Europe for the financing of Continental objectives.” 







PART 3 . 

THE MEANS OF SUBSISTENCE 

The Technique of Nazi Economic Conquest 


“Give me your watch , and Til 
tell you the time” 

Popular French definition of 
“economic collaboration ” with 
Nazi Germany. 



THE ECONOMIC MOBILE 
UNITS OF THE WEHRMACHT 



“Was fuer Plunder ! (What fine plunder 
this would be!)” Field Marshal von Bluecher 
when viewing London from St Paul’s, after 
the Peace Banquet at Oxford in 1814 . 


T HE toil and achievements of the Economic Mobile Units of 
the Wehrmacht remain unknown and unsung. Yet, but for 
these Units battles might never have been won and, still less, vic- 
tories consolidated. To them fell the tasks of making long and 
minute preparations for war. When all was ready and the signal 
for battle was given, they, like the Sappers, preceded the fighting 
forces in actual combat, whether this occurred in Poland, Scan- 
dinavia, Flanders, the Balkans, Africa, or Russia. After victory, the 
soldiers got all the glory and went on furlough. But it was the mem- 
bers of the Economic Mobile Units who stayed behind to con- 
solidate victories and to act as vanguards for the economic conquest 
of the occupied countries. 

The Soldiers 7 Banks, the Nazi vanguard for monetary and finan- 
cial conquest, were invented and operated by the Economic Mobile 
Units. These same Units repaired and set working damaged public 
utilities and railway lines. They requisitioned stock piles of finished 
merchandise and raw materials and sent them to the Reich. They 
also took over mines, plants, and factories and set them in operation. 
When their ruthless work was completed there was little left for 
others to do save to take charge. ‘This prerogative v/as reserved for 
the oncoming hordes of Reich Government officials, civil tech- 
nicians, businessmen, bankers, and financiers. 

The planning and execution of this material side of military and 
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economic conquest was largely the work of two men. Engineer 
Fritz Todt and General of Infantry Thomas. Todt is a familiar 
figure. During the entire World War I he served as an aviation 
officer, and, hence, knew Marshal Goering well. Under the Wei- 
mar Republic he exercised the profession of a private transport 
expert, and in that capacity became Director of the National So- 
cialist Technical Bureau. When the Nazis assumed power in 1933, 
Todt was made Inspector General of Roads and a director of the 
Reichsbahn, the State-owned and operated railways. He also became 
the Leader of the National Socialist Association of German Tech- 
nicians, one of the central professional groupings whereby the Nazi 
Party polices men in all walks of life. Todt is best known as the 
builder of the Westwall, or Siegfried Line. Prior to that, however, 
Todt's Organization constructed, under the so-called re-employment 
program of the Nazis, a large network of automobile speedways 
( Reichsautohahn ) which in reality were valuable strategic high- 
ways. It was Todt's engineers who also burrowed through miles of 
rock to build Hitler's mountain eerie at Berchtesgaden, so vividly 
described in Sir Nevile Henderson's Failure of a Mission . Fritz 
Todt was also responsible for constructing the Reich's second 
Siegfried Line along Germany's extensive frontier with the L 1 SSR. 

General Thomas, on the other hand, is practically an unknown 
man. This obscurity is probably not accidental. While Todt's or- 
ganization is, at least in theory, a civilian body, General Thomas's 
setup formed from the beginning part of the High Command of 
the Wehrmacht. Until recently the organization and workings of 
this setup were deliberately shielded from publicity to a degree 
exceeding even the secrecy surrounding Marshal Goering's Luft- 
waffe. The German public was treated to information on this setup 
only after the war had commenced, when the information was 
splashed under the titillating title of the “New Weapon" (Die 
Neue Waffe). 

This New Weapon was organized in 1935, and placed under 
(then) Colonel of Infantry Thomas. Its beginnings were modest, 
the original staff consisting mainly of a handful of officers who for 
years had been trained as economists. These economists, however, 
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had the assistance of the engineers of Fritz Todt and of trusted 
businessmen and technicians forming part of the Reich's civilian 
Giant Industrial Combine, established in November, 1934, and 
known officially as the Estate of Trade and Industry. Marshal 
Goering received plenipotentiary economic powers in September, 
1936, and set up The Four Year Plan Organization. This organi- 
zation, too, was placed at the disposal of, and worked in closest co- 
operation with, General Thomas. 

General Thomas and his staff could, therefore, afford to work 
quietly and in the background until the very outbreak of the war. 
The conclusions of their painstaking studies on the experience of 
the last war and on new methods of war economy ( Wehrwirt - 
schaft) were instantly incorporated into the workings of an eco- 
nomic machine that carefully preserved peaceful appearances until 
the autumn of 1939. The first official step toward a truly war 
economy was taken only at that time through the creation of 
eighteen Defense Districts (W ehrkreise) with the object of en- 
suring “the unified adjustment and direction of all economic meas- 
ures." These eighteen districts were, however, exactly the same as 
the districts of the civilian Estate of Trade and Industry. There- 
fore, the step meant only that the military officially assumed com- 
mand over functions which until then had been performed, under 
the supervision of the military, by the “self-governing" civilian 
businessmen and technicians of the Giant Industrial Combine. A 
full-fledged war economy came into evidence in January, 1940, 
when there was set up the General Council for War Economy, 
under the chairmanship of Marshal Goering. General Thomas's 
organization is now known as the War Economy and Armament 
Board of the High Command of the Armed Forces. 

The technique of war economy proper needed, therefore, no 
practice. The new strategy and devices of economic conquest, on 
the other hand, required a full-dress rehearsal to test their sound- 
ness and to improve them. A remarkable opportunity for such a 
rehearsal by the Board of General Thomas was offered by the lull 
on the Western Front during the campaign in Poland. German war 
strategy followed the usual line of fighting one enemy at a time. 
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While a full-fledged campaign was being conducted in the East, 
it was decided to restrict action in the West to strictly defensive 
measures. 

To meet the requirements of defensive strategy decided for the 
Western Front, it became necessary to abandon temporarily small 
tracts of German land, particularly in the Saarland where strong 
action from French forces and guns was most likely to occur. The 
War Economy Board was, therefore, called in on short notice to 
find ways and means of withdrawing the endangered economic 
materiel from the new No Man's Land. Such materiel was large 
and exceedingly valuable, because the Saarland was, after the 
Rhineland, the second most important industrial district of the 
Reich. The smallest lathe and the largest works had consequently 
to be moved behind the lines. Within two months after the out- 
break of the war even the largest of the disrupted works were 
brought within the Reich war economy. Three thousand carloads 
full of machines and supplies were moved into the interior of Ger- 
many. The civilian population was evacuated in a few hours. The 
only living souls remaining in the deserted town were the agents 
of the War Economy Board. These agents had been provided with 
master keys to be used in case of emergency to get out of work- 
shops such tools as had not been moved, and thereby prevent their 
falling into enemy hands. 

Later, when the French withdrew from the front line positions of 
the Maginot Line, it was the War Economy Board again which 
immediately took over the plants in the coal districts of the Saar. 
Machinery and supplies were brought back, and there followed a 
resumption of the flow toward the Reich of thousands of carloads 
of coal, scrap iron, brass, and other essential materials. 

The trial rehearsal in the Saarland, as well as the experience of 
the campaign in Poland, disclosed the need for a further extension 
of the facilities and machinery of the War Economy and Arma- 
ment Board. Such extension became all the more necessary in view 
of the decision to entrust almost exclusively to the Board tasks 
previously performed by a variety of military and civilian authori- 
ties. The course of the campaign in Poland, in particular, had 
proved the older arrangements to be highly inadequate. It was 
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found that the armed forces destroyed or seriously mishandled 
valuable economic materiel, supplies of finished products and raw 
materials were not tracked down ruthlessly enough, and that the 
economic exploitation of occupied territory was otherwise misman- 
aged with respect to both the immediate needs of the fighting units 
and the long-term economic requirements of the Reich. The War 
Economy Board was, therefore, made responsible for the carrying 
out of a fourfold task. It had to assist the forces in actual combat 
in all matters pertaining to the economic field, to requisition fin- 
ished products and machinery, to select and set to work imme- 
diately industries which could relieve pressure on German pro- 
duction, and, finally, to disarm conquered peoples. 

To cope with these tasks the War Economy Board developed 
while in the Saarland an organizational system which was later used 
uniformly and successfully in Scandinavia, Flanders, the Balkans, 
Africa, and Russia. The new system integrated authority and facili- 
ties, and allocated the work to be done in accompanying or follow- 
ing the fighting troops to three district groups of Economic Mobile 
Units. These groups attended to the general provisioning of the 
armed forces, to emergency matters, and to long-term economic 
conquest proper. The Units concerned with provisioning repre- 
sented largely a rationalization of the existing facilities of the 
Wehrmacht. Their job was to permit the armed forces to live on 
the fat of the land and to be otherwise provisioned in oil and other 
essentials from local supplies. These Units were provided with 
scouts whose function was to trace down supplies of finished 
products and raw materials and to hang up at once on each store- 
house a sign reading: “Confiscated by the Army High Command/' 
Supplies not needed immediately by the fighting forces were left 
to the care of the economic conquest Units. 

The emergency group of the Economic Mobile troops comprised 
a variety of Units ranging from specialists in mining to gangs of 
savers and wreckers. Each Unit had a clearly defined task. The min- 
ing Unit was entrusted particularly with preventing the flooding 
of mines. This was an important function in view of the urgent 
need of the Reich for the iron of the Lorraine mines, the coal of 
Northern France, Belgium, and Holland, the molybdenum of Nor- 
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way, the bauxite of France, and the copper deposits of Jugoslavia. 
The electrical Unit was sufficiently equipped to see to it that gas, 
water, and electric works did not get, or remain, out of order. 
Serious breakdowns in mines or utilities were, however, left to other 
Units which followed at the tail end of the mobile fighting and 
economic Units. These were chiefly the Baukompanie , or con- 
struction divisions. 

The Soldiers' Banks had the task of filling in gaps in the mone- 
tary and banking system caused by the flight of the legitimate 
currency authorities, or by war devastation. They issued Soldiers' 
Money, known as Reichskreditkassenscheine , and undertook or- 
dinary banking transactions. Specialists accompanying the Soldiers' 
Banks sealed safety deposit boxes and registered domestic and for- 
eign securities belonging to the banks, companies, and individuals 
of conquered countries. This constituted the first step toward the 
imposition of German exchange control and the requisitioning of 
liquid assets. 

Equally specialized and ruthless were the functions of the gangs 
of savers and wreckers and of convoys from Todt's Organization. 
The gangs dismounted, packed, and dispatched to the Reich mili- 
tary and peacetime machinery badly needed by the German in- 
dustrial system. Convoys of engineers and technicians from Todt's 
Organization attended to the resumption of road, rail, and water 
transport, as well as sent to the Reich important rolling stock to 
relieve the overburdened German railroads. 

While the first and second groups of the Economic Mobile Units 
had been well planned and provided for at the start, the original 
arrangements made for the economic conquest Units were on a 
very modest scale. There were two reasons for this. During the 
Saar period and subsequently the War Economy Board and the 
Wehrmacht thought that the campaign in the West would be 
long and hence allow adequate time for the preparation of this 
phase of its work. 

The quick break-through at Sedan and the early capitulation 
of France caught the War Economy Board inadequately pre- 
pared. Even after this surprise, however, the facilities for the task 
of economic conquest continued to be modest and tardy. The 
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reason for this was the widely prevalent belief in political and 
military quarters that England would sign up soon with the 
Reich, and that the job of economic conquest could, therefore, 
be left in good part to the civilian authorities of Germany. When 
the expected did not happen, and England persistently refused to 
throw up the sponge, the War Economy Board set to work to im- 
provise military vanguards for the economic conquest of the Low 
Countries and of France. The staff originally planned for in the 
Saar v/as obviously inadequate. Each of the constituted economic 
conquest Units consisted merely of a liaison officer, his aide, a tech- 
nical officer, and a secretary; the latter were mostly without type- 
writers. Consequently, the War Economy Board had to rely heavily 
on the staff of the first two groups. These were assigned to economic 
conquest tasks as soon as their duties in connection with provision- 
ing and emergency work were completed. 

The scope of the work entrusted to the economic conquest Units 
is virtually unrestricted because the occupied countries are ad- 
ministered as conquered territory. The administering authorities 
are, thereby, vested with unlimited rights and privileges under the 
guise of “military necessity" and the “internationally recognized 
rights of the conqueror." Nazi Germany, always careful to preserve 
appearances of legality and respectability, pretends to define and 
limit the “internationally recognized rights of the conqueror" in 
covenants “freely and willingly entered into." These covenants are 
the armistice agreements concluded by the victor with the van- 
quished. A close scrutiny of the armistice agreements shows that 
the military clauses are unimportant relatively to provisions of an 
essentially economic nature. This may be illustrated by reference 
to the terms imposed on France in the famous Forest of Compiegne 
on June 22, 1940. 

Of the twenty-four articles of the armistice treaty with France 
only half may be described as relating to military nlatters proper. 
Even this half, however, extends the military rights of the conqueror 
to Unoccupied France in such matters as war materiel, prisoners, 
and the turning over of “foreign airplanes." The sole official abnega- 
tion of the conqueror relates to the navy, which was allowed to 
remain in French hands. In this instance, too, a generous loophole 
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is to be found in the exception provided for naval “units necessary 
for the purposes of guarding the coast and sweeping mines.” Units 
falling within this broad definition can be legally taken over by the 
Germans as and when they see fit. 

The other provisions of the treaty are no less broad. A blank 
check was. signed by the French when they agreed that “in the 
occupied parts of France the German Reich exercises all rights 
of an occupying power.” The French Government was further re- 
quired to instruct its authorities to “comply with the regulations of 
the German military commanders.” In addition to surrendered mili- 
tary materiel, the French were called upon to “turn over to Ger- 
man troops in the occupied region all facilities and properties of 
the French armed forces.” In wartime such facilities and property 
can include, of course, the entire wealth of a nation. 

Either to avoid misunderstanding or to give the impression of 
a strict voluntary limitation of the conqueror's rights, the agree- 
ment, nevertheless, lists in some detail the facilities and properties 
to be handed over to the conqueror. At the head of the list are the 
two broad categories of facilities and properties most needed by the 
Reich; stock piles of raw materials and food and transport facilities 
and rolling stock. 

In disposing of stock piles, however, the German Government 
undertook to “consider the necessities of life of the population in 
unoccupied territory.” This undertaking, contained in Article 17 
of the armistice, has been generally overlooked. Yet it is important. 
If the given promise had been even partly kept, the French nation 
need never have approached the point of starvation. France has al- 
ways been more than self-sufficient in all the necessities of life. 
Moreover, to forestall difficulties in land and sea transport and the 
effects of war devastation, the French Government had taken 
special pains to accumulate large reserves of domestic and imported 
foodstuffs and raw materials. 

The transport facilities which the armistice agreement requires 
to be turned over to the German authorities comprise every con- 
ceivable form of transport. The listed facilities include, “harbors, 
industrial facilities and docks . . . transportation routes and equip- 
ment, especially railways, roads and canals, . . . and the whole 
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communications network and equipment, waterways, and coastal 
and transportation services/' In order to make the demands even 
more inclusive, the armistice terms require the French authorities 
to return technical personnel and rolling stock which had taken 
refuge in the unoccupied parts of the country. The responsibility 
for repairing and restoring all transport facilities and equipment 
was placed on French labor and on the French Government. 

The above demands do not, however, exhaust German require- 
ments of the French transport system. In addition, the French Gov- 
ernment was placed under the obligation to provide transit through 
unoccupied territory. This obligation is phrased in these broad and 
ominous terms: 'The French Government obligates itself to con- 
vey transit freight traffic between the German Reich and Italy 
through unoccupied territory to the extent demanded by the Ger- 
man Government.” The transit is obviously to be free of charge. 
Whether "freight traffic” includes German soldiers or "tourists” 
is a matter probably left to be threshed out at the Armistice Com- 
mission at Wiesbaden, Germany. 

France's big merchant marine was not forgotten, either. Article 
9 of the armistice reads: "French commercial vessels of all sorts, 
including coastal and harbor vessels which are now in French 
hands, may not leave port until further notice. Resumption of com- 
mercial voyages will require approval of the German and Italian 
Governments/' The last clause is not as harmless as it looks. In plain 
language, it says that any and every commercial voyage, even for 
purely French account, cannot be made without explicit German 
and Italian approval. The Germans and Italians can formally with- 
hold their approval on any grounds they please. They are implicitly 
entitled to make almost any demands in return for giving the re- 
quired approval. 

Such demands could well include the stipulation that the French 
merchant marine be used also for the transport of raw materials, 
armaments, and troops for the account of the Axis partners. The 
French were left little or no freedom with respect to acceding to 
such Axis requests. The urgency of French needs for food and raw 
materials that come by water, particularly from possessions in North 
and West Africa, was made dependent on German control and 
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decision from the very beginning. The demarcation line between 
Occupied and Unoccupied France placed under direct German 
military sovereignty the major part of the food growing and raw ma- 
terial producing regions of France. In these regions were also located 
most of the emergency food reserves of the French nation. As sov- 
ereign rulers of these regions, the German military were entitled to 
regulate all traffic between Occupied and Unoccupied France. The 
Germans were, thus, provided at the very outset with a discreet, but 
terribly effective, device for pressing the nominally free French 
merchant marine into the service of the Axis. 

German economic demands on the French did not, however, end 
with properties and facilities urgently needed by the Reich economy. 
The Reich also imposed “costs of occupation/' These costs were 
later fixed at 400 million francs a day. The selected figure bears no 
relation to the number of German troops in occupied territory or 
to their actual disbursements. It is a sum that is exactly equal to 
aggregate outlays on all the military and naval forces of France prior 
to the German invasion. The figure was chosen so as to permit the 
Reich to accumulate large unspent claims, with which to buy later 
on a “commercial” basis majority control in all worth-while French 
industries and enterprises. 

France's treasure in gold, foreign securities, and other assets is 
also brought within the reach of the Reich by the terms of the 
armistice agreement. This is done by the inclusion of the term “eco- 
nomic valuables” in the clause — Article 17 — which demands the 
transfer of stock piles of provisions to the Reich. 

Germany's industrial system being already overburdened and her 
labor shortage acute, it was essential that the valuable mines and 
industries of Occupied France, which could not be transported to 
the Reich, should be set to work again for the benefit of the con- 
queror. This could not be accomplished, however, unless there was 
an immediate repatriation of French technicians and workers who 
had fled South during the German onslaught. Such repatriation 
was not overlooked, and is duly provided for in Article 16 of the 
armistice treaty. 

The clauses of the armistice treaty were obviously too economic 
and too wide in scope to permit execution by the purely civilian 
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authorities of the Reich. Entrusting the tasks of economic con- 
quest to a body officially forming part of the Wehrmacht was, 
therefore, an ideal solution. The War Economy Board of the 
Wehrmacht could exercise 'all rights of an occupying power/' and 
still give the appearance of acting within the pale of "international 
law.” Further, the legal stipulations of the armistice treaty and 
"recognized international precedents” did not prevent the Wehr- 
macht from calling on Reich civilian authorities for advice and 
assistance. Even if they had, cc-operation between the military 
and civilian authorities could always be made as discreet as it had 
been in the Third Reich between 1935 and the outbreak of the war. 
The staff of the War Economy Board thus constituted the natural 
spearhead or vanguards for economic conquest. 

These vanguards had to perform two essential functions. They 
had to lay the foundations of economic conquest by softening and 
"suading” subjugated property owners and peoples by methods 
"legitimately” and most efficiently employed by the military agents 
of an occupying power. The ground would thus be fully prepared 
for the oncoming hordes of Reich civilian authorities, technicians, 
businessmen, and bankers. The second function of the Economic 
Mobile Units was to accumulate large unspent balances with the 
banks of the occupied country. This was not difficult to do. The 
so-called costs of occupation were systematically fixed high enough 
to permit the accumulation of between two-thirds and three-fourths 
of what was actually paid out by the subjugated country. Proceeds 
from the seizure of "enemy” and Jewish property, the indiscrim- 
inate imposition of fines, and the collection of old German loans 
and credits made up the difference necessary to acquire majority 
stock in the worth-while industries and enterprises of the occupied 
country. Reich citizens and companies would thus be provided 
with enough ready local cash to be able to negotiate in a "legal” 
and "commercial” way for the purchase of stock. The proportion 
of stockholdings that could be so purchased was later fixed at 49 
per cent of the total. The small majority of 2 per cent allowed to 
the native elements was designed to save appearances and to give 
the illusion of local autonomy. 

How did the War Economy Board make use of the extensive 
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and manifold conqueror's rights obtained through the armistice 
treaties, and, in particular, how did the Board set out to lay the 
foundations of economic conquest? The clearest answer to this 
question is afforded by the experience of France. The system de- 
vised for the economic conquest of that country, by far the richest 
of the war prizes of the Reich in Continental Europe, is at once the 
most extensive and the most refined. The machinery set up in 
Scandinavia, the Low Countries, and the Balkans is essentially a 
miniature of the system developed in France. 

The whole of Occupied France was placed under the supreme 
command of General von Stuelpnagel, who acts as the personal 
emissary of Adolf Hitler in the latter's capacity as the Highest 
Warlord of the Reich. The position of Otto Abetz is legally inde- 
terminate. He may be said to represent the civilian side of the 
Reich, and to be a personal plenipotentiary of Adolf Hitler in the 
latter's official capacity as Chancellor of the Third Reich and as 
Fuehrer of the Nazi Party. 

The organization placed under General von Stuelpnagel is three- 
fold. It is made up of a military organization proper, an ad- 
ministrative system, and of the staff of the War Economy and 
Armament Board assigned to French territory. These three big de- 
partments of von Stuelpnagel's government, though nominally sepa- 
rate, were made largely interdependent. The military organization 
was entrusted with administration functions in the coastal regions 
reserved for the conduct of the war against England, while the ad- 
ministrative machinery was given military tasks in all norcombat 
zones. The staff of the War Economy Board, in turn, was made de- 
pendent for certain facilities on the administrative system. This 
was necessary because the Board continued to be entrusted with all 
the tasks originally assigned to it in the Saarland. It had to assist 
the military in the conduct of the campaign against England as 
well as attend to the economic conquest of France. 

The staff of the War Economy and Armament Board may, there- 
fore, be considered as constituting the key department of General 
von Stuelpnagel's government in France. This staff, while nom- 
inally under the command of von Stuelpnagel, was placed under a 
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Chief who was directly responsible to General Thomas, supreme 
head of the Reich War Economy and Armament Board. 

The organizational system of the War Economy Board as 
evolved and perfected in France comprises four central bodies, each 
of which was entrusted with one of the four duties assigned to 
General Thomas in the Saarland. The task of disarming the country 
and of maintaining order was centralized in bodies known as Special 
Security Gffices. A group of Special Purchasing Offices was created 
for the purpose of provisioning the troops and armed forces en- 
gaged in the campaign against England. The detailed conquest of 
the French industrial and economic system was entrusted to four 
regional bodies referred to as Inspectorates. Finally, a Central Or- 
der Bureau was set up in Paris with the object of regulating the 
requisitioning of stock piles of French finished products and raw 
materials, and of co-ordinating the economy of France with that of 
the Reich. 

The Special Security Offices performed important functions for 
the War Economy Board only in the initial stages of conquest, 
when they collected the arms and ammunitions of the vanquished. 
Such war booty was very valuable to Germany. Part of it was re- 
tained by the Reich, some was sold abroad, and the remainder was 
used as scrap material for Germany's industries. When the col- 
lection of war booty was completed, however, the War Economy 
Board lost interest in the Special Security Offices. Control and man- 
agement of these Offices passed discreetly but securely into the 
hands of the Gestapo. Heinrich Himmler and his agents prefer 
to work in obscurity and to remain in the background. Except for 
the key posts, most of the work of maintaining “order" in Occupied 
France has been entrusted to the local police and gendarmerie. 

The functions and organization of the other three central bodies 
of the War Economy Board overlap to a considerable degree. By 
far the most elaborate and important setup is that of the Inspec- 
torates entrusted with the detailed conquest of the French eco- 
nomic system. The territorial organization of the Inspectorates is 
patterned after that of the military authorities. For the purpose of 
administration General von Steulpnagel had divided Occupied 
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France into four Military Administrative Districts, known as the 
districts of Paris, Angers, Bordeaux, and Dijon. He made his own 
headquarters at St. Germain, a town which had served the same 
purpose for successive French General Staffs. 

The four Inspectorates of the War Economy Board attend to all 
economic matters in each of the four Military Administrative Dis- 
tricts of Occupied France. The Paris Inspectorate is in charge of 
the large industrial area surrounding the French capital. This is an 
important region containing some of the major heavy industries of 
France. Automobile and tank works and factories for the manu- 
facture of electrical and chemical goods are located there. The 
Paris Inspectorate has jurisdiction also over the coal mines of North- 
ern France. The Inspectorate at Angers covers the big shipyards 
and docks of Brittany and Normandy. The province of Normandy 
is also one of France's richest food growing areas, particularly in 
dairy produce. The administrative district of Bordeaux is a narrow 
strip of land not particularly significant economically, except for the 
great vineyards. The district and its Inspectorate are important 
nevertheless because they are the center for the organization of the 
submarine and aerial warfare against the mid-Atlantic approaches to 
England. Bordeaux has a large harbor and a big airport. The func- 
tions of the Bordeaux Inspectorate may also extend beyond occu- 
pied French territory. It would not be surprising if the jurisdiction 
of this Inspectorate embraced, for instance, the whole of the north- 
ern coast of Spain. This coastline is very important for economic as 
well as military reasons. It is public knowledge that the rich mining 
and industrial enterprises of this coastline work largely for the 
account of the Reich and under the supervision of its technicians 
and agents. The fourth Inspectorate is in the heart of the rich Bur- 
gundy country. The Dijon district comprises also important iron 
ore mines, and the great armament works of Schneider and Creusot 
at Le Creusot. 

The Inspectorates of the War Economy Board have been well 
staffed and organized. The smallest unit, or the cell, of an Inspec- 
torate is patterned after the Economic Conquest Units as originally 
constituted by General Thomas in the Saarland. It is made up of a 
liaison economist-officer, his aide, a technical officer, and a secretary. 
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Each cell, in turn, is aided by an intermediate body made up in large 
part of the personnel of the Economic Mobile Units engaged in 
provisioning and in emergency work. The intermediate bodies are 
known as the Auxiliary Corps. The size and composition of the 
Auxiliary Corps vary with the importance of the Inspectorate and 
the economic character of its work. The Inspectorate of Paris, for 
instance, was provided initially with four large gangs of savers and 
wreckers and three special convoys of engineers and technicians 
from Fritz Todt’s Organization. This generous allocation of highly 
skilled technicians to the Paris district was called for, according to 
German sources, by the decision to dismount and transport to 
the Reich valuable machinery found in this principal French in- 
dustrial center. The machinery initially transferred to Germany 
in this fashion is officially evaluated at “several thousand ma- 
chines/ 7 

The technical assistance at the disposal of the four Inspectorates 
was later expanded by the establishment of a Central Order Bureau 
in Paris. The official explanation given for the creation of the Bureau 
runs in terms of the need to centralize orders placed on the enter- 
prises of Occupied France. The personnel of the Bureau, however, 
is drawn in equal proportions from the War Economy Board and 
the civilian Reich Ministry of Economics. The composition of the 
personnel, coupled with the obvious fact that the War Economy 
Board itself could undertake the simple task of centralizing orders, 
would seem to controvert the official version and to suggest a more 
plausible explanation. This is that the Central Order Bureau was 
created for the express purpose of providing a wedge, or a back- 
door, for the installation of civilian Reich authorities and techni- 
cians in Occupied France. 

Civilian authorities could not obviously exercise purely military 
prerogatives pertaining solely to occupying armed forces. Such a 
course was fraught with the probability of unpleasant repercus- 
sions. It would have placed the vanquished country in a strong posi- 
tion to demand a serious revision of all economic clauses in the 
treaty of armistice. The demand could be refused, but its refusal 
would have made it impossible for Nazi Germany to pursue its set- 
tled policy of preserving in all its acts the appearance of legality 
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and respectability. The device of creating a Central Order Bureau 
offered an ideal solution on at least two scores. It permitted the 
installation of civilian authorities in purely military functions 
without too blatant an infraction of the policy of preserving the 
appearance of legality and respectability. More important still, the 
device enabled the War Economy Board to transfer its highly 
specialized personnel to areas where it was more urgently needed, 
either to prepare for further invasions or to lay the foundations of 
additional economic conquests. 

In achieving economic conquest the War Economy Board has 
been guided by one broad objective. In the words of a German press 
correspondent attached to the Board in France, this objective has 
been "to assure the transfer to Germany of the requisite machinery 
and supplies in the quickest and most substantial manner possible 
and to make certain that these machinery and supplies do not go 
back to where they came from a little while later ” The policy of 
securing forever the possession of the booty and spoils of victory 
has not, however, been pursued blindly. 

The War Economy Board has consistently taken full account of 
immediate necessities and of the longer-term interests of the 
Reich. The Board realized at the start that the German economic 
system needed relief at least as much as it required additional ma- 
chinery and raw materials. The industrial machine was strained in 
the extreme, there was a shortage of labor and of facilities for 
housing labor, and the transportation system was fully congested. 
The situation in the occupied territory was the reverse of this. Con- 
sequently, the Board decided to pursue a middle-of-the-road policy. 
The most urgent needs of the Reich in the way of machinery, 
skilled labor, raw materials, and in other facilities were, of course, 
met promptly and substantially out of the resources of the occupied 
territory. But enough was left on the spot to permit the enter- 
prises and labor of vanquished lands to fill in gaps by working on 
orders for Germany. Some Reich authorities were initially opposed 
to this "mild” policy. The War Economy Board finally convinced 
them of the wisdom of this policy on the grounds that it contributed 
toward the maintenance of law and order by providing employ- 
ment in occupied territory. Such employment, it was pointed out, 
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would help appease the employer and keep contented the working 
population. 

To implement its policy the War Economy Board undertook a 
thoroughgoing census of all the economic assets of Occupied France. 
The statistical surveys covered food and raw material supplies, trans- 
port and industrial facilities and the population. These surveys con- 
stituted the bases for the decisions of the Board regarding the 
allocation of supplies and facilities as between the Reich and oc- 
cupied territory. The population census was helpful also in other 
ways. It permitted a “rational” checkup on local food requirements 
on a strictly calorie base. The distribution of food and raw materials, 
as well as their local production, were entrusted to militarized ver- 
sions of the German raw material offices, known as the Reichsstelle . 
The population records also enabled the authorities to make full 
use of available labor for repairing war damage and for other public 
works not requiring scarce raw materials. 

In reopening factories and setting them to work for the Reich 
the War Economy Board carefully abstained from acts too strongly 
suggestive of force or of conscription. The officer-economists of 
the Inspectorates did not, therefore, assume direct control over the 
opened concerns. These were consistently placed under the nom- 
inal management of their owners. But the Inspectorates attached to 
each firm a German Commissioner. The functions of the Com- 
missioners are officially stated to be the “supervision” of the exe- 
cution of the orders placed by the authorities and firms of the 
Reich. 

The tasks of passing on and co-ordinating German orders, and of 
negotiating them, are the province of the agents of the Central Or- 
der Bureau of Paris. This Bureau passes and co-ordinates all orders 
above 5,000 Reichsmarks, or 2,000 dollars. The orders are then 
negotiated by the agents of the Bureau with each of the firms work- 
ing for the Reich. It is openly admitted that the number of such 
French firms exceeds “over several hundred” and includes “large 
plants with extraordinary facilities for the production of various 
spare parts and of whole items.” Prices for the orders, it is asserted, 
are fixed “according to strictly commercial principles.” There is 
little reason to doubt the accuracy of this assertion because the Ger- 
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man authorities do not have to worry over payment for their orders. 
In the early stages of occupation payments were made through the 
issue of military promissory notes known as Wehrmachtspverflich- 
tungsscheine. These notes were made redeemable at the Bank of 
France. Subsequently, payments were made directly in French 
francs out of the proceeds of the so-called costs of occupation and of 
other forms of revenue derived from the vanquished. 

The quantitative achievements of the War Economy Board in 
its threefold task of provisioning, emergency work, and economic 
conquest are not known in detail. One can hardly expect the Third 
Reich to provide the world with an honest comprehensive picture 
of these achievements. Such a picture would destroy the myth of 
legality and respectability to which the Reich attaches enormous 
importance. Nevertheless, it is possible to arrive at a rough measure 
of the quantitative successes of the War Economy Board. This can 
be done in part by reference to certain undisputed facts and in 
part by piecing together available evidence. Reliable evidence is 
not scarce. It may be found in facts and figures that have escaped 
through the tight meshes of German censorship and in the un- 
guarded statements of responsible Germans speaking and writing in 
the Reich. 

The success attending the economic effofts of the War Economy 
Board may be illustrated by reference to each of its major tasks as 
set out in the treaties of armistice. These tasks ranged from collec- 
tion of war booty to laying the foundations of economic conquest. 
The total amount of war booty collected by the Board is unknown. 
Its monetary value cannot, however, have been less than what Hit- 
ler himself has spent on German armaments. The Reich's war 
preparations bill in the first seven years of the Nazi regime is 
officially placed at 90 billion Reichsmarks, or 36 billion dollars. The 
aggregate armament expenditure of the eleven conquered nations 
was, of course, considerably in excess of those of the Reich. The 
figure of 36 billion dollars may be said, therefore, to represent a 
conservative estimate of the war booty of the Reich, and to make 
adequate allowance for the damage inflicted on equipment and 
ammunition in the course of combat. 

War booty constitutes a considerable addition to the Reich's 
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military and economic potential. A good part of the seized military 
material was taken over by the Wehrmacht itself. This was natu- 
rally the case with modern equipment and with naval units. The 
guns used to shell Dover, for instance, are said to be French railway 
guns. Not a few of the tanks and antitank guns taken over from 
the French are believed to be equal to those of Germany in quality 
and modernity. But even relatively obsolete equipment was not 
without its value. Part of such equipment could be, and was prob- 
ably, used to displace or supplement German materiel, for instance, 
along the ever lengthening frontier with the USSR. A ready mar- 
ket for relatively obsolete equipment was also to be found in Japan. 
Some of the Czech military equipment had been disposed of in 
this manner, particularly to Italy in exchange for the latter's food 
and raw materials. Finally, equipment not fit for the Wehrmacht 
or for sale abroad could always be fed as scrap into Germany's 
hungry industrial machine. Such treatment, however, was meted 
out mostly to badly damaged materiel. 

The War Economy Board's efficiency in rounding up food sup- 
plies is probably without parallel. Official declarations, the food ra- 
tion cards of conquered countries, and press dispatches passed by 
the German censor bear full witness to this efficiency. France, a 
country more than self-sufficient in all the necessities of life, is de- 
clared to be near starvation and in dire need of the potatoes of 
Germany and the wheat of the Western Hemisphere. The Board's 
ruthlessness did not stop at the bare necessities as may be gathered, 
for instance, from a Vichy dispatch of May 7, 1941, to the United 
Press. The dispatch is laconic but tells as much as a book about 
conditions in the land of champagne. It reads: "German demands 
for champagne are wiping out reserves and leaving nothing for 
American or other markets." 

Rumania, another rich food producing and exporting country, 
has also not escaped the efficiency of the War Economy Board. 
According to press dispatches passed by the censor, bread riots 
broke out in that country in the middle of May, 1941 . The riots 
were 2 protest against a decree imposing two breadless days a week 
in a country which produces more wheat per head of the popula- 
tion than the United States. 
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The War Economy Board has been no less efficient in other 
food producing areas. Denmark and Holland, which normally pro- 
duce enough dairy products and meat to feed themselves as well 
as a large part of England's industrial population, are experiencing 
grave shortages in their own staple produce. The adult Dutchman 
is lucky if he can get the one egg per week allowed to him by the 
ration card. Holland's poultry farms produce normally 2 ^billion 
eggs a year, or the equivalent of 40 eggs a week per head of the 
entire population. The butter ration of the Dutchman is smaller 
than that of the German. Yet, Holland not only produces butter 
for export but had laid in stocks to last a several years' siege. Den- 
mark has been on a short meat ration ever since the early days of 
German occupation. This shortage has prevailed despite the enor- 
mous slaughter of livestock that was decreed during 1940. The 
need for this slaughter has been officially attributed to the shortage 
of fodder which formerly came from overseas. The slaughter has 
been on a large scale, even according to the figures put out by the 
official Danish Farm Council. The number of heads of cattle and 
poultry which fell under the butcher's knife during the first eight 
months of German occupation was as follows: 1,100,000 pigs, 200,- 
000 dairy cows, 200,000 heifers, and 22,000,000 chickens. The hand 
of the War Economy Board has apparently reached out beyond the 
occupied countries. Italy and Spain have acknowledged a dearth of 
olive oil, for home consumption as well as for overseas export. 
These two countries produce more olive oil than the entire rest 
of the world. 

The War Economy Board has been equally thorough in the col- 
lection of industrial raw materials. The amount of such materials 
transported from France alone in the early stages of occupation is 
officially placed at "over 160,000 tons." A news flash from Lyons, 
the center of France's silk industry, stated that during the short 
stay of German troops in that city more than 140 trainloads of 
silk, machinery, food, and manufactured articles were transported 
to the Reich. The same thing happened in Belgium, according to 
reports supplied by the representatives of the United States Gov- 
ernment in Europe and published in the Foreign Commerce Weekly 
of the Department of Commerce. For instance, at the time of the 
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invasion Belgium had 80,000 to 90,000 bales of raw cotton. Shortly 
after the occupation of Ghent, the cotton marketing center, about 
52,000 bales of this stock were requisitioned and sent to Germany. 
The amount sent comprised 35,000 bales of American cotton. The 
Germans have declared that they acquired more gasoline and 
lubricating oils in the Low Countries and Northern France than 
they had used up in their Scandinavian and Flanders campaigns. 
There is little reason to doubt this German claim. The storage tanks 
at Le Havre, Belgium, and Holland were chock-full, and most of 
them escaped fire. Automobile traffic, commercial as well as private, 
has naturally been severely restricted in all the occupied countries. 
According to American official sources, Denmark's stocks of raw 
materials, already low before the German invasion, have dwindled 
so seriously as to force factories not working for the Reich to the 
verge of suspending operations. 

The transport deficiencies of the Reich were made good in a 
thoroughgoing fashion out of equipment taken by the War Econ- 
omy Board from the occupied countries. The extent to which this 
has happened in France has been fully disclosed by the officials of 
the Vichy regime. French transportation authorities have revealed 
that by February 20, 1941, Germany had requisitioned every third 
freight car in France. The value of requisitioned French railway 
rolling stock is declared to be over 320 million dollars. Of the total 
of 450,000 freight cars belonging to the French nation, 250,000 cars 
are in the Reich. Of the remaining 200,000 freight cars, one-quarter 
was allowed to remain in the unoccupied zone. The other three- 
quarters are used in the one-way goods traffic between Occupied 
France and the Reich. French freight cars are of ten, twenty, and 
thirty ton capacities. The Germans have chosen cars of the heaviest 
capacity. By Christmas, 1940, the Reich had also seized 2,500 French 
locomotives. This impressive haul apparently did cover German re- 
quirements, because in March, 1941, Vichy intimated that further 
demands on French rolling stock were beginning to be felt again. 

To relieve continued congestion in German railway traffic the 
War Economy Board set about repairing the extensive canal system 
of occupied countries, particularly that of the Low Countries and 
of France. The task of repairing was, of course, carried out with 
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the labor of the vanquished lands. Such repairs were apparently 
carried out in a thoroughly efficient manner. The canal system of 
the river Seine was opened to traffic in September, 1940. Canal 
connections with Northern France were reopened in the following 
two months. The coal traffic of Northern France was, thereby, 
diverted from the railways to water-transport. Further canal re- 
pairs succeeded in restoring all water connections between France 
and Belgium by the beginning of December, 1940. 

It is interesting to note that this resumption of canal and river 
traffic in France and the Low Countries coincides with the widely 
spread rumors and reports of German attempts to invade England 
and with the repeated bombings by the R.A.F. of the so-called in- 
vasion barges along the Channel coast. One may wonder, there- 
fore, whether the barges which the R.A.F. suspected of being 
invasion barges were anything more than small vessels carrying 
coal and raw materials along the waterways of the rivers, canals, 
and coastline of France, Belgium, and Holland. 

The War Economy Board, with the help of the German Navy, 
has also rounded up a considerable amount of badly needed ship- 
ping. The German High Command announced on April 25, 1941, 
that 872 ships totaling some 2 million tons had been taken over 
in occupied harbors alone. This does not appear to be an exag- 
gerated claim, as the number of ships belonging to occupied coun- 
tries which remained within the reach of Germany was probably 
considerably greater than this figure. Before the outbreak of the 
war the merchant fleets of Denmark, Norway, Holland, Belgium, 
and France aggregated over 12 million gross tons. The officially ad- 
mitted seizures constitute no mean achievement, as they represent 
the equivalent of two years' normal construction of merchant ves- 
sels by the combined shipyards of Continental Europe. To these 
two million tons of legally seized vessels must be added units of 
the merchant marine of the occupied countries which are in the 
service of the Reich. Before the outbreak of the war the French 
merchant marine alone totaled some 3 million tons. According to 
Vichy, about a third of this had been sunk, or had been caught in 
British and overseas ports. It is not known how much of the re- 
maining 2 million tons is in the service of Nazi Germany. A rough 
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measure is, however, provided by an Associated Press dispatch from 
Vichy, dated April 19, 1941, reporting that 53 French ships of 
nearly 240,000 tons had been requisitioned by the Reich* The 
French Naval Ministry, which is under the stanchly anti-British 
Admiral Darlan, naturally denied this report two days later. But 
the whole denial revolved in typical French fashion around the 
word "requisitioned/ 7 No attempt was made to dispute the fact 
that these 53 French ships and others were in the service of the 
Reich. 

The efforts of the War Economy Board in transferring machinery 
to Germany have been accompanied by impressive results. The 
machinery transferred from the Paris industrial area alone is of- 
ficially stated to exceed "several thousand machines.” The im- 
portance of this transfer cannot be appreciated exclusively in terms 
of numbers. This will be realized if it is remembered that even a 
few machine tools can form the basis of an entire factory. There is 
reason to believe that the War Economy Board has concentrated 
on this type of key machinery. This has been done not only to im- 
prove the immediate position of Germany's industrial system but 
also to place in the hands of the Reich certain tools and processes 
which would give it a permanent dominating position in the mili- 
tary and peacetime production of Europe. 

Finally, the War Economy Board expedited its function of lay- 
ing down the foundations of economic conquest in a peremptory 
manner. Such foundations were successfully laid in France in less 
than eight months of occupation. By March, 1941, French industry 
in both occupied and unoccupied zones had been integrated into 
the German economic system. According to the statements made 
by officials of the Vichy regime, French industrial enterprises were 
working at roughly 50 per cent of normal capacity on orders placed 
by the authorities and companies of Nazi Germany. These state- 
ments probably understate the truth and such an understatement 
is easily comprehensible and only natural. Considerations of na- 
tional pride, personal amour-propre , and diplomacy make it hard 
for French officials to admit more than they have done. By March, 
1941, the infiltration of the oncoming hordes of German business- 
men, bankers, and financiers was also fairly complete. The French 
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authorities at Vichy have acknowledged sadly but unambiguously 
that the Germans have succeeded in buying up between 45 to 49 
per cent of the stockholdings of French banks, insurance com- 
panies, and industrial and commercial enterprises. The French have 
been allowed to retain 51 per cent of the stock of their own enter- 
prises partly to manage appearances. But the German authorities 
could well afford to make this gesture because they knew they had 
adequate means to swing at any time any number of French votes 
in the direction dictated by the Third Reich. 

Robert Ley, leader of the German Labor Front, did not boast 
in vain, therefore, when he proclaimed to the world on May 13, 
1941, that the Third Reich was so organizing "Europe that in one 
or two, at the latest in three years, it would be working full speed, 
working for Germany/' 


THE NAZI WONDER 
ECONOMY 



“Man should be measured and evaluated 
according to the degree of his mobilized out- 
put” Gregor Strasser . 


T HE economic system imposed on the occupied countries is 
largely a replica of the economic organization of the conqueror. 
Familiarity with the Nazi economic system is therefore indispen- 
sable to an understanding of the workings of the economy of sub- 
jugated lands. Such a familiarity is all the more urgent because the 
true nature of the Nazi economic system is still grossly misunder- 
stood. It has been presented as a financial racket to line the pockets 
of the Nazi leaders, as Brown Bolshevism, or as a scheme devised 
for the protection of the capitalistic system. None of these explana- 
tions fits the actual development that we are daily witnessing. The 
Nazi economic system is simpler in its purpose and more complex 
in its structure than it has been made out to be. It is, in fact, a 
scheme -devised to fulfill the ambitions of the handful of men 
who control the destiny of Germany. These ambitions are no more 
than a lust for unlimited political power. 

As the economic system of Nazi Germany is patterned after the 
organization of the National Socialist Party, an explanation of this 
system must begin with an account of the organization of the Nazi 
Party itself. 

An indissoluble union between Party and State characterizes all 
countries which allow but one political party. The Party is the 
State, and the State is the Party. In this respect Nazi Germany is no 
different from all other totalitarian States. Nevertheless, there is 
one important feature which distinguishes the Nazi regime from 
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other authoritarian regimes, particularly from that of Communist 
Russia. The Communist State is characterized by revolution and 
innovation. It destroys the old order and begins on a clean slate by 
setting up an organization of the political and economic system 
which is both novel and radical. The Nazi State aims at exactly the 
same objectives, but its strategy in achieving these objectives is 
widely different. This .strategy may be said to resemble the methods 
employed by Communism in the early stages of its rise to power, 
commonly known as “boring from within.” The Nazi Party pursues 
such methods even after it has gained power, and carefully ab- 
stains from showing its hand until it has completely mastered or 
destroyed all opposition. This difference in strategy is an essential 
one. Communism unmasks itself as soon as it has seized power, but 
Nazism is content to wait and pursue “boring from within” tactics 
until the path is clear and there is no risk of danger. 

The variations in strategy are a product of differences in tempera- 
ment. The leaders of Communism have been and continue to be 
revolutionaries, well endowed intellectually, and capable equally 
of devilish skill and daring. The leaders and visionaries of Nazism 
come from a different milieu. They hail from the petty bourgeoisie, 
the peasantry, the small-trade and artisan classes, and include the 
malcontents of the underworld. Their chief attribute is ruse, the 
cunning of the peasant. They also possess the peasant's perseverance, 
tenacity, and his ability to bide his time. Nazi leaders and vision- 
aries are not endowed with high intellectual gifts, nor are they 
capable of pure reason and inventiveness. Their abilities in this 
field are limited mostly to prejudices and to adoption of the ideas 
and inventions of others. The National Socialist Program of 1920 
is essentially a collection of the divergent and often contradictory 
prejudices and grudges of the prewar and postwar world. The 
Nazi economic system embodies the adapting capacities of the 
leaders and functionaries of the Nazi Party. 

The qualities of ruse, ability to bide one's time, a background 
of prejudices extending into any and every field, and facility in 
adaptation were invaluable to the Nazi Party when it assumed 
power in January, 1933. The Party had been successful in the 1932 
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elections and in seizing power. But in those elections it had ob- 
tained only 44 per cent of the 40 million votes cast. Hitler had 
emerged as Chancellor of the Reich, but almost exclusively as a 
result of the machinations of the Junkers headed by von Hinden- 
burg and of the vested financial and business interests represented 
by Hugenberg and the notorious von Papen. The total membership 
of the Nazi Party amounted to a paltry 1,500,000 in January of 
1935 when Hitler became the supreme head of the German State. 

The Nazi Party's path to success and undisputed mastery was 
therefore beset with obstacles. Largest of these were the Social 
Democrats and the Communists who together had polled 31 per 
cent of the votes cast in the 1932 elections. More important, though 
smaller, were the two political groups representing the industrial 
and financial interests and the traditional army circles. The par- 
liamentary strength of these two groups was relatively limited as 
they commanded less than a fifth of the seats in the Reichstag. But 
the big industrial and army interests constituted cohesive and very 
powerful factions. These factions worked together and enjoyed the 
support of the established bureaucracy, always an important factor 
in the government of Germany. 

Hitler and the Party bosses and followers had to tread warily. 
They could only hope to entrench themselves slowly, step by step. 
Above all, it was essential to appease, or not to frighten, the big 
industrialists, the army circles, and the established bureaucracy. 
The Nazi Party decided not to grab power suddenly and directly, 
but to proceed cautiously, to infiltrate itself gradually into every 
sector of national life. To this end the Party set up a complete po- 
litical and economic machine of its own to function side by side 
with the established system. 

The general organization of this Nazi Party machine is depicted 
in Chart 1. It resembles the solar system. Around the Fuehrer, 
Adolf Hitler, revolves a galaxy of leaders, each of which is in charge 
of one of the myriad organizations which extend into absolutely 
every part of the life of Germany. 

The Party machine is a three-sided organization, comprising a 
territorial, a functional, and an advisory structure. The purpose of 
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all three structures is control, political control, but each represents 
one of the three facets of this control. The territorial structure en- 
sures general control by the Party over political, police, and analo- 
gous affairs. This structure resembles that of the Communist Party. 
The country is divided and subdivided in such a way as to be honey- 
combed from top to bottom with bodies acting for the Nazi 
Party. 

At the very top are the national bodies. The most important of 
these is the Office of the Deputy Fuehrer. This office was first en- 
trusted to Giegor Strasser who, together with Roehm, the Fuehrer 
of the Storm Troops, was liquidated in the famous purge of June, 
1934. Strasser was succeeded by Rudolf Hess, Hitler's most intimate 
friend. After Hess's sensational flight to Scotland in May, 1941, the 
Office of Deputy Leader passed to the next in line for the succes- 
sion, the Chief of the Deputy Fuehrer's Staff, Martin Bormann. 

After the national bodies come the regional branches. These in 
turn split up into district, county, and local groups. The smallest 
units of the territorial organization are the cell and the block. The 
leitmotif of this entire organization is the Fuehrer prinzip or lead- 
ership principle, as originally laid down in Mein Kampf . 

The functional structure of the Nazi Party machine represents 
the organization of the country on the basis of professions and oc- 
cupations. While the territorial organization regards the citizen as 
the inhabitant of a region or a locality, the functional setup treats 
him as a member of a profession or of an occupational group. There 
is a National Socialist grouping for literally every profession and 
occupation. The most important body in the functional structure 
is the Office of the Fuehrer of National Organization. This Office 
is held by Robert Ley, who is simultaneously the Fuehrer of the all- 
pervasive Labor Front. 

The advisory structure of the Party machine comprises technical 
and other offices covering every aspect of the political, juridical, 
military, and economic life of the nation. These offices constitute 
the nucleuses from which the Nazi Party branched out and gradu- 
ally took over all the established organs of the political, military, 
and economic system of Germany. 



chart i. General organization of the Nazi Party machine 
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Cautiously, step by step, the Nazi Party undertook the process of 
branching out and of infiltration. Initially it concentrated its ener- 
gies mainly in three fields where it did not have to compete or in- 
terfere with big industry, the military clique, and the bureaucracy. 
These three fields were propaganda, agriculture, and labor. The 
first efforts of the Party actually appealed to the three established 
factions of the nation. They were particularly pleased with early 
Nazi efforts with agriculture and the Labor Front. The Party views 
on self-sufficiency and on the elevation of agriculture from its de- 
pressed state agreed with the strategy of the military cliques and 
were also fully in line with the interests of the Junker landed 
gentry. The liquidation of trade-unionism and the taking over of 
labor control by the Party appealed both to the military and to the 
industrialists. The military saw in this action a measure permitting 
undisturbed and efficient rearmament. The industrialists took it as 
a portent of the end of organized labor and of the demands of labor 
for social reform. 

While the Party was laying the foundations of its undisputed 
mastery in these three fields, it did not neglect infiltration into the 
established organs of public and private life which had been the 
preserves of big business, the military, and the bureaucracy. This 
infiltration was discreet. It began with the appointment of Nazi 
advisers to the various government departments and ministries. 
These advisers continued to be shielded from the public eye both 
at home and abroad by the respectable Germans who were left in 
all high posts. As the Party became entrenched the Nazi advisers 
were promoted to key posts or were officially appointed as deputies 
of respectable figureheads. The latter were retained to serve as 
decoys to the German public and to the gullible world outside Ger- 
many. Finally, when the Party felt absolutely secure, the various 
Party advisers and deputies openly displaced the respectable figure- 
heads. This process was completed by the beginning of 1938. From 
that time on Party notables have held all key posts in the Party and 
in the government. This is true of all officials ranging from Hitler 
to the most modest subordinate. 

Notables of the Nazi Party holding key posts in the Party 
machine and the Government of the Third Reich are: 
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A. Hitler 
H. Goering 


R. Hess 


R. Ley 
W. Darr£ 


H. Himmler 
Hans Frank 


J. Goebbels 
J. von Ribbentrop 


W. Frick 
W. Funk 


F. Todt 


Governmental Position 

Chancellor and Supreme 
War Lord. 

Successor Designate to 
the Chancellor, Chief 
of Air Ministry, and 
Supreme Economic 
Dictator. 

Second Successor Desig- 
nate to the Chancellor, 
and Minister without 
Portfolio. 

National Organizer Leader of Labor Front. 
Head of Agricultural Minister of Agriculture. 
Office, National 
Farm Leader 

Head of the SS Reich Chief of Police. 
Head of Legal Office Minister without Port- 
folio and now Gover- 
nor General of Poland. 
National Propaganda Minister of Propaganda 
Leader and Enlightenment. 

Head of Foreign Af- Minister of Foreign Af- 
fairs Section of fairs. 

Fuehrer's Chan- 
cellery 

Leader of Reichstag Minister of Interior. 
Vice-President of Minister of Economics 
Chamber of Kultur and President of 
Reichsbank. 

Head of Office for Director of Railways, 
Technical Affairs Highways, and Arms 

and Munitions Produc- 
tion. 


Party Position 
Fuehrer 

Master of Forests 
Deputy-Fuehrer 


GUIDING PRINCIPLES OF NAZI ECONOMY 

The economic organization evolved in Germany since Hitler's 
assumption of power in January, 1933, is essentially an adaptation 
of existing machinery in accordance with the principles and aspira- 
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tions of the National Socialist Party. The basic Nazi tenets and 
guiding principles governing social and economic organization are 
few in number. They are essentially expressions or elaborations of 
the concept of the “service state/' particularly of the credo that the 
urge of every member of the German “race" is to serve in achieving 
Germandom's mission to rule the world. 

The basic socioeconomic tenets and principles are mostly mys- 
tical concepts: They comprise the basic notions of “commonweal 
before private interests," the maximum utilization of human and 
material resources, the “Fuehrer prinzip," and the “land myth." 
The economic system is conceived as an “organic" whole, the vari- 
ous segments of the State and the Party all fitting into an “organic" 
entity. Great stress is laid on the nonpecuniary aspects of work and 
labor, on the “creative" spirit of private initiative and enterprise, 
and on economic “self-government” within the Nazi philosophical 
framework. Economic self-sufficiency is raised to an elevated status 
in the organization of the material side of national existence. 

THE SERVICE ORDERS AND THE ESTATES 

These basic tenets and principles have been transformed into 
reality gradually but unswervingly. The Nazi regime naturally has 
made full use of older forms of organization. In fact, these older 
forms of organization often required little or no modification and 
adaptation to fit into the Nazi scheme of a centralized — “co- 
ordinated" or “organic," according to the doctrinaire terminology 
— economy. Except for a brief period during the Weimar Republic, 
German economic development has rarely followed those patterns 
of liberal or free economic organization which have characterized 
the Anglo-Saxon world. 

'These links with the past should not, however, be allowed to ob- 
scure the fact that the Nazi forms have increasingly departed from 
the traditional German framework. While the skeleton in many in- 
stances has remained the same, the flesh and the spirit have become 
of a distinctly different kind. It is true that in the early days of 
power the Nazi regime, in the interests of stability and of achieving 
rapidly both full employment and rearmament, compromised with 
the existing economic organization. Compromise, however, usually 
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took the form of marking time rather than of going backward. As 
the regime became entrenched and as its political successes in- 
creased, it tended increasingly to ignore the opposition or wishes of 
the elements formerly in control of the German economy, and to 
allow Party notables to assume control and direction. The outward 
signs of the shifts were the displacement of the Schachts, Thyssens, 
and Reich bureaucrats by Funk, Ley, and their henchmen. 

The new forms of organization evolved since 1933 affect every 
sector of German social and economic life and every aspect of man's 
existence. The new unified service state has at its apex two broad 
categories of organizations which provide the framework for the 
activities of all individuals and for the organization of the national 
economy. The first category is known as the Dienstordnungen , or 
the service orders. It is made up of the Hitler Youth Organization, 
Labor Service, Military Service, Civil Service, the liberal profes- 
sions, and the major occupations. The service orders are occupa- 
tional as well as educational. Through them the individual is fitted 
into the service state by being made a member of the various forms 
constituting social and economic organization. He also acquires 
thereby a thorough schooling in the Nazi faith and doctrine. In 
addition, there is a territorial setup modeled after that of the Nazi 
Party. This setup affects the life of the individual at every stage from 
the smallest territorial unit (the block and cell) through local, 
regional, and district organizations up to the central national ad- 
ministration. 

The element binding individuals together at each stage of the 
service orders is the leitmotif or principle of Treue . The term im- 
plies a blind devotion and a ready willingness for sacrifice. This un- 
limited loyalty is offered to the person of the Fuehrer; the Fuehrer 
prinzip runs through every single organization. The feeling of union 
between all individuals is rounded out and made somewhat more 
real by the concept that “Fuehrer" and “followers" ( Gefolgschaft ) 
are tied together mutually into a living or organic “community" 
(Gemeinschaft ) . 

The service orders merge, in theory and practice, into the second 
category of organizations. This comprises the Staende, or the “es- 
tates." The estates are five in number: the Estate of Agriculture 
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(Reichsnciehrstand) , the Estate of Industry and Trade ( Organisa- 
tion der gewerbliche Wirtschaft), the Estate of Handicrafts or of 
Craft Guilds ( Reichsstand des deutschen Handwerks), the Labor 
Front ( Deutsche Arbeitsfront) , and the Estate of Kultur ( Reichs - 
kulturkammer) . Four out of the five estates constitute the totality 
of what is traditionally regarded as the national economic system. 
The fifth, the Estate of Kultur, is concerned with “higher” matters 
and falls outside this survey of economic forms. 

The four economic estates were set up under laws and decrees 
promulgated in the course of 1933 and 1934. The rate of develop- 
ment of each has varied, but the outbreak of the war found all four 
firmly established and ready to be incorporated into the General 
Council for War Economy. This Council was created early in 1940 
and was placed under the chairmanship of Marshal Goering. 

The estates represent, according to official pronouncements, the 
“self-administration” of the relevant departments of the national 
economy on the basis of Nazi principles. The National Socialist 
doctrine teaches that productive society rests on three pillars. The 
first is labor, to which the highest social value is attached; the 
Arbeitsfront “embodies” this pillar. The second is the soil, in which 
the farmer is rooted; this is represented by the Estate of Agriculture. 
The third pillar is the production of goods, for which capital is re- 
quired. The Estate of Industry and Trade is the “embodiment” of 
the third pillar. The interplay of these three sectors of economic 
life — under the control of the State, with the acquisitive character 
of capital weeded out, and with the work of the farmer and laborer 
rendered both a personal honor and a national duty — is what the 
doctrine proclaims as the embodiment of “German Socialism.” 

The fourth economic estate, that of Handicrafts, though falling 
outside the doctrinal tripod also “fits” into Nazi ideology. Inde- 
pendent artisans and entrepreneurs, threatened with extinction by 
the monopolization of industry and by trade-unionism alike, were 
among the stanchest supporters of the National Socialist move- 
ment. Article 16 of the Party Program of 1920 had promised the 
resuscitation and encouragement of this class. Further, the doctrine 
had preached hatred of industrial agglomerations and a determina- 
tion to create a “balanced country” in which the artisan and the 
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small entrepreneur would again find their place. The promised 
land resembles that depicted by Richard Wagner in his famous 
opera Die Meistersinger von Nilrnberg. The fourth estate may be 
said to constitute a partial fulfillment of these early promises and 
proclamations of faith. 

Official literature and declarations repeatedly assert that the 
service orders and the estates developed under the Nazi regime rep- 
resent the self-administration of the relevant sectors of socioeco- 
nomic life. It is pointed out that the National Socialist Party is 
opposed in principle to State management or to planning in the 
Soviet style, and that it believes in the value of private initiative 
as a spur to action. The official assertions are true to a limited extent 
and for very obvious reasons. The Gleiehschaltung (co-ordination) 
and discipline imposed by the Nazi regime on an already fairly 
regimented country have rendered unnecessary minute and drastic 
State control. Further, the construction of the estates and the omni- 
presence of links with the Nazi Party are such that the government 
can guide and control the estates with far less State bureaucracy 
and red tape than would have been called for by management along 
Soviet lines. 

The service orders and estates, being highly sensitive and respon- 
sive to State guidance and control, remain the basic and more or 
less unalterable forms of all Nazi socioeconomic organization. A 
change in the main directives of the State need not imply more than 
a slight adaptation in their structure and organization. In effect, 
the orders and estates have developed unimpeded and have not 
been subjected to any noteworthy transformations despite three 
radical changes in the main economic directives of the State since 
the Nazis assumed power early in 1933. 

PERIODS IN ECONOMIC DEVELOPMENT 

OF NAZI GERMANY 

One recognizes three broad stages in the economic development 
of National Socialist Germany which may be termed, respectively, 
the fight against unemployment, rearmament and the fight for self- 
sufficiency, and the prosecution of the war. The first stage was de- 
fined in the following terms by Hitler on February 3, 1933: 'The 
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national government will solve the great problem of the reorgani- 
zation of our people's economy by two Four Year Plans: salvation 
of the German peasant in order to maintain the basis of our food 
supply and of our life; salvation of the German worker through a 
gigantic and comprehensive assault on unemployment. Within four 
years from now the German peasant must be wrested out of his 
plight! Within four years from now unemployment must definitely 
have disappeared." 

On September 9, 1936, Hitler proclaimed the second stage in 
these words: "And, today, I hereby proclaim the New Four Year 
Program as follows: Four years from now, Germany must be en- 
tirely independent of foreigners with regard to all materials which, 
one way or another, can be supplied by the German 'genius' in our 
chemical and machinery industries and in our mining industry. 
The new construction of this great German raw material industry 
will employ the masses that will become free after the conclusion 
of rearmament in a way that serves best the national economy." 

Finally, the national economy was mobilized for the prosecution 
of the war. The transition of the Nazi economy to a war economy 
began with the creation, before the commencement of hostilities, 
of eighteen defense districts ( Wehrkreise) with the object of ensur- 
ing "the unified adjustment and direction of all economic meas- 
ures." This involved essentially a suspension of the "self-governing" 
character of the estates. A full war economy may be said to have 
come into existence with the setting up, in January, 1940, of the 
General Council for War Economy under the chairmanship of 
Goering. 

ESSENTIAL FACTORS IN THE NAZI 

ECONOMIC SYSTEM 

Essential to the satisfactory working of the Nazi service orders 
and estates are four interrelated principles or factors which the 
official doctrine takes for granted. These are the system of a closed 
economy, stability of prices and exchange rates, stability of wages, 
and control over investment. The Nazi doctrinaire takes these fac- 
tors for granted partly for historical reasons and partly because they 
are self-evident. 
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It is obvious that a large-scale program first of employment crea- 
tion and later of rearmament could not have been achieved in Ger- 
many without a closed economy which guaranteed against the 
export of capital. An inadequate and tardy appreciation of the im- 
portance of this factor may justifiably be considered as the primary 
cause for the ultimate fate of France. It is equally clear that the 
Nazi agricultural, trade, and industrial schemes described below 
could not have been realized without that freedom from outside 
disturbances assured by a closed economic system. The Nazi regime 
did not have to institute such a system, because it was inherited 
from the Weimar Republic. This regime did, however, render the 
system more watertight and “co-ordinated." 

Stability of prices is also an essential factor for several reasons. 
It is an indispensable part of the Nazi economic doctrine which is 
epitomized in the slogan Mengenkonjunktur statt Preiskonjunktur. 
By this is meant a business cycle policy whose objective is a boom 
expressed in volume of output and not in value due to price rises. 
This, however, is essentially a theoretical economic formulation of 
a psychological inhibition widely prevalent in postwar Germany. 
The hyperinflation had rendered the German public extremely > 
sensitive to price increases. Nazi doctrinaires and leaders, being 
fully aware of this, were determined to avoid at all costs any system 
or measure which could evoke memories or reactions of the early 
twenties. Similar considerations account for the repeated and blunt 
refusal of the Nazi regime to contemplate a devaluation of the 
Reichsmark. To the man in the street currency devaluation was and 
still remains synonymous with price inflation. No efforts have, there- 
fore, been spared to preserve the semblance of stability in the gen- 
eral level of prices and of exchange rates. 

The stability of agricultural prices has been assured through the 
machinery of the Estate of Agriculture and the National Boards. 
Industrial prices, on the other hand, are under the general control 
of the Reich Commissioner for Price Formation. The National 
Boards regulate the prices of imports of industrial raw materials 
under the general supervision of the Price Commissioner. Exchange 
rates are kept stable through a system of rigid exchange control. 

Stability of wage rates is another facet of price stability; in fact, 
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it is an indispensable condition of it. With the devotion of a grow- 
ing proportion of national income to investment in armaments, the 
factor of stable wages became an increasingly important part of the 
Nazi program. The power of fixing minimum rates and maintaining 
stable wages, whether for a single undertaking or for an entire in- 
dustry, is entrusted to State officials known as Trustees of Labor 
(T reuhaender der Arbeit ) and appointed by the Ministry of Labor. 

Control over the money and capital markets was at first insti- 
tuted so as to prevent overinvestment in particular industries. It 
was later extended to the general allocation of investment in ac- 
cordance with its importance for the needs of the State. The meas- 
ures taken include the conversion of the Reichsbank into an organ 
for carrying out Nazi economic and financial policy, the “co- 
ordination” of all credit institutions, and the Dividends Limitation 
Law, which limited cash dividends generally to 6 per cent and re- 
quired the surplus to be turned over for investment in government 
bonds. The last two measures, incidentally, eliminated the stock 
exchange as a factor in the national economy except as a market 
for dealing in old shares. 

COMMON CHARACTERISTICS OF THE 

ECONOMIC ESTATES 

The estates have been organized on more or less identical lines. 
Three principles of outstanding importance characterize the or- 
ganization of all four. First, the more important estates are three- 
sided bodies having a functional, a territorial, and an advisory struc- 
ture. Secondly, membership in the component parts of each estate 
is compulsory. Thirdly, the leadership or “Fuehrer” principle is ap- 
plied throughout. 

The three-sided structure of an estate was so devised as to comprise 
and co-ordinate all the organizations existing prior to the Nazi 
regime. The functional setup largely represents a “co-ordination” 
and extension of the former occupational or trade groupings. The 
territorial edifice corresponds to the Chambers of Commerce and 
other regional organizations of an occupation or trade. The advisory 
section of an estate, on the other hand, may be considered a partial 
innovation and represents a combination of functional and terri- 
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toria! structures. It supersedes the former assemblies or conventions 
of the occupational or trade groupings and of Chambers of Com- 
merce and other regional organizations. 

All employers and employees engaged in the activities of the 
relevant estates are compulsorily and automatically members of 
their respective functional and territorial corporative formations. 
Failure to register is subject to heavy fines. There are, accordingly, 
no outsiders. 

The leadership principle as applied to the estates follows closely 
the organization of the Nazi Party, the main lines of which were 
laid down in Mein Kampf . Each formation under an estate has a 
director ( Letter ); each director has a deputy. The director acts in 
an honorary capacity. He is appointed, at the recommendation of 
the director of the next higher formation, by the latter's superior, 
or by the National Leader of the estate. The director of a formation 
or his deputy is the representative of his group, even for legal pur- 
poses. He gives his instructions to the manager ( Geschaeftsfuehrer ) 
or managers of his group in matters of current business. Each direc- 
tor is assisted by an advisory council which must be consulted be- 
fore budgets are drawn up or membership fees are fixed. 

Assemblies must be called at least once a year by all formations 
in order to acquaint members with the activities and financial po- 
sition of the formation. Again in conformity with the principle laid 
down in Mein Kampf , a resolution must be submitted as to whether 
the director enjoys the confidence of the members. The outcome 
of the voting is reported to the director of the next higher formation 
who, in case of a vote of censure, considers the recall of the subordi- 
nate director. 

Attention may now be turned to the peculiarities and structure 
of the individual estates. For this purpose it seems advisable to con- 
fine the discussion largely to the Estate of Agriculture and the Es- 
tate of Industry and Trade, which together constitute the national 
economic system proper. The Labor Front and the Estate of Handi- 
crafts, though important to that system, largely fall within the 
category of the sociopolitical organization of Nazi Germany. The 
significance of the Labor Front as an instrument for economic con- 
trol is, however, explained in some detail in Chapter a 6. 


15 . THE LEADING NAZI 
"ESTATES” 


“I built up my entire economy on the con- 
cept of work” Adolf Hitler to Arms Workers , 
December 10 , 1940 . 


THE ESTATE OF AGRICULTURE 

G IVEN the German and Nazi propensity to organize on a 
grandiose scale, it may be asked why agriculture was set up as 
a separate entity instead of being lumped together with industry 
and trade. The elevation of agriculture to the position of a super- 
estate was induced by a multitude of economic, military, and ideo- 
logical considerations. 

In Germany, as in the other industrial countries of Europe, the 
Great Depression rendered the plight of the peasant critical in the 
extreme. Rehabilitation of the “forgotten man” of the Weimar 
Republic was perhaps the most urgent problem facing the Nazi 
regime when it assumed power in 1933. Such rehabilitation was, 
further, fully consonant with the military notions of the Nazi and 
army leaders and with the interests of the Junker landed gentry. 
These leaders had preached incessantly that the cause of the mili- 
tary collapse of Germany in 1918 had been not merely the “treach- 
ery” of their favorite scapegoat, the Jew, but also the shortsighted 
and inadequate food and raw material policy of the Imperial Gov- 
ernment. Consequently, if Germany was ever to regain its place in 
the sun it was essential that it should adopt a radical food policy. 

Added to, or behind, these reasons was a variety of ideological 
considerations. It should be remembered that “ the soil” has always 
had a peculiar fascination for the European and that the peasant 
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has occupied a special position iri his affections. This attitude has 
not been inspired solely by the notion that “the soil” and the peas- 
ant were indispensable to a strong and healthy army. It has been 
due at least as much to the conviction that “the soil” offered a 
“golden way of life,” and that a remedy of many of the evils of the 
industrial age was to be found in a “return to the land.” These views 
were shared not only by poets, artists, and writers. They were also 
held by those elements in the ruling classes which hailed from the 
country or which represented the landed gentry and aristocracy. 
These elements have been the dominating factor in Europe's po- 
litical life. The mercantile class, it must be remembered, rose to 
political prominence in a comparatively recent past. 

Even the mercantile class, however, came under the influence of 
the land myth. This development is paradoxical because the bour- 
geoisie had no contact with the land and was, in fact, responsible 
for doing away with agricultural protectionism. Its conversion to 
the land myth is probably accounted for by the belief that it offered 
a solution to the problem of the growing proletarianization of the 
country and, hence, warded off dangers of working-class upheavals. 

The Catholic Church, for reasons analogous to those of the 
bourgeoisie, lent the weight of its authority and prestige to the 
“back to the land” or “stay on the land” movement. The details 
of the socioeconomic organization of society had been set out in 
two famous encyclicals, the Rerum Novarum Encyclical of Pope 
Leo XIII issued on May 15, 1891, and the Quadragesimo Anno En- 
cyclical of Pope Pius XI brought out forty years later. Premier 
Salazar of Portugal and Chancellor Dollfuss of Austria modeled 
their “corporative” states on the provisions of these papal docu- 
ments. These provisions were again proclaimed to the world by 
Pope Pius XII in his world-wide broadcast of June 1, 1941. 

The Nazi movement inherited all this background, and its doc- 
trinaires formulated the notions making up the land myth in their 
starkest and most extreme form. Some of the visionaries, including 
the National Farm Leader Darre, contemplate a gradual return to 
the agricultural system prevailing in the pre-Christian — “purely 
German” — days of the sagas. 

On assuming power the Nazi regime set about to achieve a four- 
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fold agricultural task. First, the peasantry was to be given a body of 
law “inherently” suited to its social function and adapted to its 
“earthbound” economic forms. Secondly, the position of this “earth- 
bound” economy within the framework of the “organic” economic 
system was to be rendered fixed. Agriculture was to serve the com- 
munity by assuring the means of nourishing the people. Thirdly, 
agricultural indebtedness was to be wiped out and a new form of 
agricultural credit was to supersede the former system which had 
broken down. Fourthly, the peasantry was to be “ennobled” by be- 
ing elevated to the position of the “breeder” for the nation. In other 
words, the program sought to achieve for the peasant a threefold 
iixitv of occupation, social status, and residence or tenure. 

This program was implemented by three measures. The National 
Law of Inheritance or Entail of September, 1933? provided for the 
“purification” of the blood stream of the peasantry, for their duties, 
and for their attachment to the soil in a manner which is fixed and 
immutable for all time. Hereditary farming thus did away with the 
system of mortgage credit, attachment, or foreclosure so roundly 
condemned in Article 17 of the Party Program of 1920. A program 
of land settlement initiated as far back as 1919? was pushed for- 
ward with vigor. The expanding agricultural population was to be 
turned back from the cities, industry was to be decentralized and 
militant labor “neutralized.” The third measure was the creation of 
the Estate of Agriculture in September, 1933, with the object of 
“co-ordinating” and guiding all phases of agricultural production, 
distribution, and social relationships. The German name for this 
Estate is broader and, literally translated, means the Nutrition 
Estate. 

Chart 2 shows the broad outlines of the threefold structure of the 
Agricultural or Nutrition Estate. It will be apparent that the Es- 
tate is a very extensive organization with ramifications into every 
aspect of agriculture. The hierarchy of the Estate (not shown in the 
chart) reflects a rigid application of the leadership principle. At the 
head of the Estate is the National Farm Leader (Darre) . He is ap- 
pointed directly by the Chancellor of the Reich and is responsible 
singly and solely to him. The Farm Leader is in complete control 
of all offices, duties, and functions of the Estate. He holds his post 
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for no definite period. This is true also of any officer appointed by 
the Farm Leader, subject always to the vote of censure of the annual 
assemblies. All inferior officers are responsible singly and solely to 
him, and so on through the hierarchy to the bottom of the pyramid. 

The administration of the Estate is entrusted to two departments 
which deal respectively with policy formation and administration 
proper. The Department of Policy represents the “general staff” of 
the Estate. Its functions are to supply information and give expert 
advice on the extensive subjects covered by its seven divisions (see 
first right-hand column of Chart 2). The administrative functions 
of the Estate are entrusted to three main sections which consider 
the problems of agriculture under the three distinct headings of the 
Man, the Farm, and the Market. 

The first main section, that of the Man, deals, as its name sug- 
gests, with the “personal” or “human” aspects of the farmer. The 
farmer, it must be remembered, is entrusted not only with the high 
duty of feeding the nation but also with the honor of breeding for 
the nation. It is this division which is charged with spreading and 
implementing the Nazi doctrine of “blood and soil.” The German 
term for the doctrine is Blut und Boden, commonly abbreviated to 
Blubo. The nobility of blood, clan organization, spiritual training, 
schooling of mothers, care of nursing infants, and similar questions 
are the province of the main section devoted to Man. This section 
is also the national trustee of all legal matters which affect the 
ownership and distribution of land in any manner whatsoever. It is 
further entrusted with employee-employer relations, movements of 
labor to and from the land, social insurance, and with such other 
problems as the selection and settlement of new farmers, and land 
reclamation. (Labor problems proper were brought under the juris- 
diction of the Labor Front by an agreement of October, 1935, 
whereby the Agricultural Estate became a corporate member of 
the former.) 

Main Section II, the Farm, is in charge of all functions and activi- 
ties having to do with the farm as a productive enterprise, as well 
as with agricultural training and research and with forestry. It co- 
ordinates the functions once exercised by Chambers of Agriculture 
and Agricultural Councils. This section was entrusted with the 
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"battle of production” whereby Germany was to become self- 
sufficient in foodstuffs and essential raw materials. Its eight divisions 
deal with management, general business problems, soils and plants, 
animal breeding, care and produce, occupational training, forestry, 
agricultural equipment, machinery and construction service, and 
household economy. 

Main Section III, the Market, is perhaps the most noteworthy 
part of the structure of the Agricultural Estate. It is in charge of all 
aspects of the marketing of agricultural produce from the point of 
production to the point of sale to the ultimate consumer. The con- 
trol and co-ordination of marketing is a keystone to the entire policy 
of the Estate. Through its mechanism imports are adjusted so as to 
encourage home production, consumers are induced or "educated” 
to shift consumption from imported to home-grown produce, and 
production, farm prices, processing, transportation and distribution 
margins, and over-the-counter qualities and prices are fixed. The 
ultimate — “strictly Germanic” — mechanism for effecting market- 
ing control has not been fully worked out owing to the more urgent 
practical tasks of the estate in hastening the process of self-suffi- 
ciency. The existing setup, being of an intermediate or transitory 
character, is rather complex and fluid. It represents in part an adap- 
tation and co-ordination of pre-Nazi machinery and in part tenta- 
tive or ad hoc additions and innovations. 

The task of marketing control was partly facilitated by the exist- 
ence of a fairly well-developed system of co-operatives. On assuming 
power the Nazis found in operation over one hundred central co- 
operative associations and some fifty thousand individual co-opera- 
tive societies. Main Section III of the Administrative Department 
of the Agricultural Estate was entrusted with the Gleichschaltung 
and control of these co-operative associations and societies. In sub- 
stance this meant the adaptation of the co-operatives to the stand- 
ard forms of Nazi organization with respect to structure, member- 
ship, and hierarchy. 

More important, however, are the three new types of marketing 
organization set up under the Nazi regime. The first type, known as 
Marktverbaende , are marketing associations or federations for 
groups of important agricultural products. Originally an attempt 
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was made to develop each federation both on vertical and horizon- 
tal lines. The horizontal setup, which was to control each stage of 
the productive process, has been largely given up and merged with 
the vertical organization. There are ten important vertical market- 
ing federations dealing with the following groups of products: grain 
and fodder, cattle and meat, milk, potatoes, eggs, market-garden 
produce, the brewing industry’s produce, sugar, and fish. 

These marketing federations are authorized to exercise control 
over production areas, conditions and terms of deliveries, regulation 
of specified costs, fixing of prices, establishment of standards and 
labels of quality, and advertising allowances. The structure of each 
federation follows the Nazi pattern, not only with respect to all- 
inclusive compulsory membership and to a “Fuehrer” hierarchy, 
but also with regard to “self-administration.” The federations are 
legal entities “governing themselves” under the guidance and su- 
pervision of the Agricultural Estate. This guidance and supervision 
is assured through a National Commissioner for each federation 
appointed by the Reich Farm Leader himself. 

The second type of marketing organization represents an inter- 
mediate or embryonic form of central marketing created for certain 
individual products. These individual products are of two kinds. 
The first kind comprises products which require preliminary or- 
ganization to fit into the federations for groups of products. The 
second kind includes products such as wool, silk, and vegetable 
fibers, the production and marketing of which it was desired to 
encourage. Preliminary organization is carried out by Special Com- 
missioners of the Agricultural Estate who are entrusted with func- 
tions broadly similar to those of the marketing federations. The 
Special Commissioners are not in any way restricted with regard to 
the type of organization. Thus, fodder is handled through a purely 
departmental agency of the Estate, the Fodder Control Office. 
Wool, on the other hand, is entrusted to an autonomous Wool 
Valorization Company set up by the Estate for the purpose of pur- 
chasing and selling the domestic wool clip. 

Side by side with the marketing federations and commissioners, 
National Boards ( Reichsstellen ) were established for the purpose 
of exercising monopolistic control over the import and export of 
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certain important foodstuffs and raw materials. These include grain 
and fodder, animals and animal products, dairy produce, oils and 
fats, eggs, market-garden produce, and wine. These National Boards 
are part of a general system of monopolies which cuts across the en- 
tire organization of the Reich. In addition to the National Boards 
for agricultural products, there are National Boards for nonagri- 
cultural raw materials which work in conjunction with the Estate 
of Industry and Trade. 

The National Boards are autonomous bodies exercising impor- 
tant functions. Their primary purpose is to regulate the flow of 
both imports and exports, but with particular stress on imports, in 
relation to domestic supply and demand. They permit or prohibit 
imports, according as the domestic supply is short or is considered 
adequate, and also dispose of domestic surpluses abroad when such 
disposal is necessary either to acquire exchange or to prevent a sur- 
plus from disturbing the internal price structure. The Boards are 
authorized to purchase and store “surpluses” in the interest of price 
and market stability. They are, therefore, essential cogs in the 
marketing schemes of the Estates of Agriculture and of Trade and 
Industry. But the Boards are, at the same time, indispensable parts 
of the machinery for rendering the Reich self-sufficient in agricul- 
tural products and in raw materials which can be produced at home 
through the exploitation of inferior domestic sources or the de- 
velopment of substitutes. In this capacity they have served as agen- 
cies of the military authorities for the building up of food and raw 
material stocks. 

Finally, through the exercise of their functions the National 
Boards have become an indispensable part of the system of foreign 
trade and exchange control centralized with the Reichsbank. The 
Boards enforce their decisions largely through the simple procedure 
of giving or withholding their official approval to licenses for im- 
port or export. Without such approval the Reichsbank will not re- 
lease the required exchange for imports, or the Reichsmark pro- 
ceeds of foreign payments to the Reichsbank arising out of exports. 

This outline of the general structure and functions of the Estate 
of Agriculture may be concluded with a brief reference to its terri- 
torial and advisory edifice. The territorial organization is simple and 
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is patterned after that of the Nazi Party. Chart 2 shows its broad 
outlines clearly. The Reich is divided into Regions ( Gaue ), Dis- 
tricts (Kreise or Bezirke), and Localities (Orte). Where called for, 
each territorial division repeats the national structure in its func- 
tional or advisory aspects. The advisory setup of the Estate of Agri- 
culture is also simple. The National Farm Leader is assisted by two 
advisory bodies. The first, the Advisory Council or the National 
Farm Council, is made up of about one hundred members ap- 
pointed by the Farm Leader and drawn from the occupational sec- 
tions of the Estate. The functions of the Council are to give advice 
on policy and technical matters as well as to implement decisions. 
The second body, the Annual Congress Committee or the Farm 
Committee (Reichsbauernthing ) , comprises about one thousand 
members selected by the National Farm Leader from among the 
leaders of the regional, district, and local organizations. This body is 
chiefly responsible for all arrangements in connection with the 
National Farm Diet (Reichsbauerntag ) . The Diet is convened 
usually once a year and serves mainly as a forum for orations and dis- 
cussions. 

THE ESTATE OF TRADE AND INDUSTRY 

In contrast with the Estate of Agriculture, the organization of the 
Estate of Trade and Industry was slow both in starting and in shap- 
ing itself according to the will and conceptions of the Nazi leaders 
and doctrinaires. This slowness was due essentially to tactical con- 
siderations and moves on the part of both business itself and the 
Nazi regime. Trade and industry were well organized and regi- 
mented long before the Nazis assumed power. From the practi- 
cal standpoint of achieving the re-employment and rearmament 
schemes, business presented no great problems for the regime. 
Equally important, however, was the fact that big business was 
generally sympathetic to the Nazis and could be counted on not to 
place any obstacles in the path of the economic recovery program 
of the government. The big business community had striven for 
years— -some of its prominent members, such as all-powerful Fritz 
Thyssen, from as early as 1924 — to bring the Nazis to power as a 
means of eliminating organized labor and social reform. 
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No less significant, however, was the fact that industrial and 
commercial leaders constituted a cohesive and powerful group, en- 
joying the support of the traditional army, political, and bureau- 
cratic circles. The Nazis were, therefore, compelled to proceed 
slowly with their program of “co-ordinating” and reforming trade 
and industry. The first step in that direction was not taken until 
November 27, 1934, or some two years after the assumption of 
power and five months after the famous purge of June, 1934. Even 
then the regime stepped warily. Instead of placing, as usual, a Party 
man at the head of the new organization of business, Hitler ap- 
pointed Schacht, the representative and spokesman of the German 
business world. The first significant inroad of the Party and State 
into the control of big business and industry came as a result of the 
Leipzig Agreement of March, 1935, whereby Schacht agreed to in- 
corporate the organizations of entrepreneurs into Ley's Labor Front. 
Dr. Schacht continued, nevertheless, to be used as a decoy until 
September, 1936, when Goering was given supreme powers in all 
economic matters. But the Nazi regime itself did not show its hand 
openly, nor subjugate the business community completely, until 
January, 1938, when Schacht was ousted from the Ministry of Eco- 
nomics and replaced by Walther Funk, prominent member of the 
Party. 

The framework of the organization of the Estate of Trade and 
Industry is depicted in Charts 3, 4, and 5. The broad principles of 
Nazi organization with regard to a threefold structure, all-inclusive 
compulsory membership, the leadership principle, and “self-admin- 
istration,” characterize the Estate of Trade and Industry. The func- 
tional setup of this truly giant estate is shown in Chart 3. The en- 
tire organization is, according to the Fuehrer prinzip, under the 
complete control and supervision of the Minister for Economic 
Affairs. This control and supervision is exercised on his behalf by 
the Reich Economic Chamber ( Reichswirtschaftskammer ) as the 
supreme body of the Estate. The Chamber is in charge of a director 
and three deputy directors appointed by the Minister of Econom- 
ics. The director, in turn, appoints managers who attend to the 
current business of the Chamber. This is, in effect, the determina- 
tion and control of the broad conduct of the German economy. 
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The Reich Economic Chamber is the culminating point of five 
principal agencies making up the Estate of Trade and Industry. 
These are the National Branches of Business, the Industrial Boards, 
the Combine of the 102 Chambers of Commerce and Industry, the 
Reich Association of Chambers of Handicraft, and the Advisory 
Council of the Chamber. Most of these agencies have their own 
divisions and subdivisions. 

The National Branches of Business ( Reichsgruppen ) represent 
the functional setup of the Estate. The organization is both on a 
vertical and horizontal basis. The vertical division comprises all 
enterprises and business associations of the nation falling into any 
trade or industrial group. There are six such National Branches: 
Industry, Power, Banking, Insurance, Trade, and Handicrafts. The 
Transport Group, though nominally under the control of the Minis- 
ter of Transport, constitutes in reality a seventh National Branch 
of Business operating within the framework of the Estate. Its special 
treatment is due to the fact that the preponderant part of the trans- 
port facilities of the Reich is publicly owned. The National Branches 
are represented in the Reich Economic Chamber; they are, in fact, 
its subsidiaries. 

Next in importance in the vertical division are the Trade Groups 
(Wirtschaftsgruppen) . In the single case of the largest National 
Branch, that of Industry, there is an intermediate step between the 
National Branch and Trade Group, known as the Main Group 
(Hauptgruppe) . The fifty-five Trade Groups of six National 
Branches (Handicrafts has no such groups) are listed in full under 
arabic numerals in Chart 3. The Groups are autonomous — “self- 
governing” — bodies, with their own budgets and contributions, and 
with rights to impose disciplinary punishment on their own mem- 
bers. They form the most important part of the functional organiza- 
tion of the Estate. 

The vertical division is pursued further right down to the indi- 
vidual concern. The principal divisions of a Trade Group are the 
Section ( Fachgruppe ) and Subsection (Fachuntergmppe) . The 
fifty-five Trade Groups of the National Branches of Trade and In- 
dustry together have over four hundred Sections. These minor func- 
tional divisions are not shown in the charts. Chart 4, however, 
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presents a sketch of the construction of the National Branch 
"Industry ' 7 from an individual concern upward. The pattern illus- 
trated is the standard one. It is generally the same for the other 
National Branches, and the construction upward is similar whether 
the individual concern is a coal mine, a bank, a cigarette paper fac- 
tory, a restaurant, or a life insurance company. 

The duties of the functional formations cover all matters with 
respect to the conduct of the trade and industry concerned, with 
three important exceptions. The exceptions relate to market and 
production regulation, price fixation, and wage problems. The first 
two are the special province of the State-sponsored cartels, the Price 
Commissioner, the marketing associations, and the National Boards. 
Wage and labor problems are the domain of the Labor Trustees. 
(These various bodies are described below.) 

Territorial organization is effected by the National Branches of 
Business forming District Groups of their own ( Bezirksgruppen ) 
in the fourteen Industrial Districts or Provinces (W irtschafts- 
bexirke) into which the territory of the Reich has been divided. 
The District Group may form District Subgroups ( Bezirksunter - 
gruppen), which in turn may split up into smaller local formations 
(Ortsgruppen) . In contrast with the functional setup, which is all 
pervasive, territorial organization is effected only where called for 
by the nature of a trade or industry. Thus, National Branch "Trade 77 
has a far larger territorial network than the other National Branches. 
The duties of the territorial network are to attend jointly to all 
matters concerning members within the respective territory, to ad- 
vise members, and to send in reports of the work done to the Na- 
tional Branch. 

Halfway in the "autonomous 77 functional and territorial organiza- 
tion of the National Branches of Business the Nazi regime has in- 
terposed an intermediate system of controls and co-ordination, 
known as Industrial or Economic Boards (Wirtschaftskammern ) . 
There are eighteen such Boards for the fourteen Industrial Districts 
into which Reich territory has been divided. There is one each for 
ten of the Districts, and two each for four Districts where economic 
activity is too extensive to be handled by a single Board. 

Each of the eighteen Boards is a more or less exact provincial 
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replica of the supreme body of the Estate of Trade and Industry, 
the Reich Economic Chamber. Like the parent body, it is a com- 
bination of all the formations of the Estate within its District. This 
is illustrated in Chart 5. The membership of the Industrial Boards 
comprises not only the district representatives of the divisions of the 
National Branches of Business, but also the representatives of the 
purely territorial organizations, the Chambers of Commerce and 
Chambers of Handicrafts. 

The hierarchy of an Industrial Board is modeled after that of the 
Reich Economic Chamber. The Leader, who is also the president 
of the local Chamber of Commerce, is assisted by two deputies. 
One of these is the regional representative of the Estate of Handi- 
crafts while the other is the appointee of the Minister of Economics 
himself. The Industrial Board has no independent status. Its func- 
tions of ensuring co-operation and co-ordination in all economic 
matters are carried out by the respective District Groups of the Na- 
tional Branches of Business and Chambers of Commerce. 

The Chambers of Commerce constitute the third principal 
agency of the Estate. Their place in the organizational scheme of 
the Estate is illustrated in Chart 5. 

By virtue of a decree of August, 1934 Nazi re gi me took over 
all Chambers *of Commerce and “co-ordinated'' and organized 
them on Nazi lines. Membership in a Chamber of Commerce was 
made compulsory for all individual industrial, commercial, or handi- 
craft concerns of a District. The Chambers were given the character 
of statutory corporations and placed under the control of the Minis- 
ter of Economics. The latter was made exclusively responsible for 
appointing or dismissing their leaders or presidents. The former 
somewhat amorphous Federation of German Chambers of Com- 
merce was converted into the effective and all-inclusive Combine 
of Chambers of Commerce and Industry ( Arbeitsgemeinschaft der 
Industrie - und Handelskammern ) . The leader and deputies of 
this Combine are also appointed by, and are solely responsible to, 
the Minister of Economics. (All German Chambers of Commerce 
and economic federations abroad are members of the Combine.) 
The new Combine was then fitted into the Supreme Reich Eco- 
nomic Chamber as a separate constituent body. 
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This “reform” of the Chambers of Commerce dispensed with 
the necessity of creating special secretariats and instruments to 
carry out the decisions and policy of the Minister of Economics 
and the Reich Economic Chamber, and of the provincial replicas of 
the latter, the Industrial Boards. These important tasks were as- 
signed to the Combine and the individual Chambers of Commerce, 
respectively. In addition, the “reformed” bodies were entrusted 
with advisory duties as well as with the “educative” function of 
welding together members of the business community into the Nazi 
“organic” economic system. 

The fourth principal agency of the Estate, the Chambers of 
Handicrafts, also represents largely an adaptation of older bodies 
of the same name. The former Chambers of Handicrafts and their 
central body, the Federation of German Handicrafts, were “re- 
modeled” on Nazi lines in exactly the same way as the Chambers of 
Commerce and their central organization. Handicrafts were or- 
ganized both on a functional and on a territorial basis. The func- 
tional setup was incorporated, as an autonomous body, into the 
Estate of Industry and Trade (see Chart 5) . The territorial organi- 
zation, on the other hand, was elevated into the Estate of Handi- 
crafts in accordance with the early promises of the Nazi Party 
Program. 

The fifth principal agency of the Estate is the Advisory Council 
attached to the director of the supreme Reich Economic Chamber 
(see Chart 5) . The Council is the principal instrument whereby the 
Estate of Trade and Industry co-ordinates its policy with those of 
other independent estates and official bodies. Among its members 
are the director of the Combine of the Chambers of Commerce, 
the directors of National Branches of Business and of the Main 
Groups of Industry, the directors of the eighteen Industrial Boards, 
four representatives of the Transport Organization, representatives 
of the Agricultural Estate, and representatives of the Municipali- 
ties. This advisory pattern is repeated in the case of each of eighteen 
provincial replicas of the Reich Economic Chamber, the Industrial 
Boards (see Chart 5). The same bodies and authorities are repre- 
sented in the miniature advisory council by their local delegates in 
each of the fourteen Districts. 


THE LEADING NAZI ^ESTATES” 20y 

More significant, however, is the fact that the national Advisory 
Council and the eighteen District Councils are the principal links 
in an organization whereby the Labor Front and, therefore, the 
Nazi Party diffuse themselves throughout the entire structure of 
Trade, Industry, and Transport. This organization is known as the 
Joint Self-administration of Labor and Industry ( Selbstverwaltungs - 
gemeinschaft von Arbeit und Wirtschaft). 


16 . THE LABOR FRONT AS THE 
SUPREME ECONOMIC POWER 


“For the first time in our own German his- 
tory there exists a State which , in principle f 
has removed all social prejudices as regards 
appointments to positions” Adolf Hitler to 
Arms Workers f December 10, 1940. 


I N A one-party State, such as Nazi Germany, it is taken for 
granted that the head of the State, who is at the same time 
leader of the Party, may distribute the supreme posts of the realm 
among prominent members of that Party. This unwritten code had 
been applied by the Reichskanzler und Fuehrer Adolf Hitler in the 
case of all but one of the new organizations of the State. The excep- 
tion made in favor of Dr. Schacht as head of the Estate of Trade 
and Industry was abandoned early in 1938, when he was replaced 
by Party-member Funk. In the case of the older organizations, such 
as the Ministries and the Reichsbank, the unwritten code was ap- 
plied, for obvious tactical reasons, but slowly and cautiously. At 
first the supreme posts were left in the hands of respectable non- 
Party persons. Later, Party members were placed in key positions 
under respectable figureheads. Finally, the latter were replaced by 
Party notables. Thus, von Neurath was replaced by Ribbentrop at 
the Ministry of Foreign Affairs, and Schacht also gave way to Funk 
as President of the Reichsbank. 

Party control of the supreme and key posts and the attendant new 
powers of “arbitrary” appointment and recall of all important sub- 
ordinate officials was not deemed adequate, however. If the social 
and economic system was to shape itself according to the visions 
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and ambitions of the Nazi leaders, it was essential that the Party 
should also extend its reach to the farthest nook and corner of that 
system. This could best be done by supervising and later “co- 
ordinating” the entire man power of the socioeconomic system. 
The organization ideally suited for the task was the officially “af- 
filiated association” of the Party— the Labor Front — created soon 
after the Party had seized the trade-unions on the first May Day of 
its coming to power. 

The extent to which the Labor Front is but an extension of the 
Nazi Party is illustrated in Chart 6 on page 211. This shows the 
political and socioeconomic or industrial setup of the latter, the 
administrative and the functional-territorial structure of the former, 
and the connecting links between the two organizations. The verti- 
cal or economic structure of the Labor Front comprises eighteen 
work or trade “communities” covering all enterprises engaged in 
food and luxuries, textiles, clothing, construction, timber, metals, 
printing, paper, chemistry, traffic and utilities, mining, banks and 
insurance, liberal professions, agriculture, leather, masonry, com- 
merce, and handicrafts. These “communities” are, in turn, organ- 
ized on a territorial basis in the manner shown in the chart. 

A scrutiny of the structure of the Party and the Labor Front re- 
veals that the respective divisions of the two organizations are not 
merely parallel, but for all intents and purposes are one and the 
same. Thus, the leaders of the Party political divisions are also ex 
officio leaders of the Labor Front administrative offices from Robert 
Ley — Reich Director of the Party and Director of the Labor Front 
— down to the bottom of the pyramid. 

The business quarters of the two sets of organizations are in the 
same place. The same unity or identity prevails also with respect to 
the economic organization of the Labor Front. The various divi- 
sions of the eighteen trade “communities” of the Labor Front are 
“entrusted” to the corresponding sectors of the Nazi Party Factory 
Cell Organization (N.S.B.O.). 

It should be explained that the creation of identical, though 
seemingly separate, structures for the Party and the Labor Front 
is not exclusively the result of the Nazi or German passion for or- 
ganization. Duality obviously served very important purposes when 
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the Nazi regime was not entrenched, and had to manage appear- 
ances. Its origin, however, is more fundamental. According to the 
doctrine laid down in Mein Kampf, the Party became exclusive on 
assuming power and new membership was strictly limited and re- 
served only for the most “deserving.” Consequently, assimilation 
or absorption by the Party of the entire man power of the socio- 
economic system could be effected only through an inferior hier- 
archical organization. 

The Joint Self-administration of Labor and Industry was estab- 
lished for the special purpose of “co-ordinating” and incorporating 
the Estate of Trade and Industry into the Labor Front. This was 
done in virtue of an agreement, known as the Leipzig Agreement, 
between Schacht and Labor Front Leader Ley concluded in March, 
1935. On the basis of this agreement all employers and their associa- 
tions became singly and collectively members of the Labor Front. 
The various organs of the Estate of Agriculture were incorporated 
into the Labor Front in October of the same year. The autonomous 
Transport Organization and the Reich Chamber of Kultur are also 
“corporative members” of the Labor Front. 

Though outwardly the Leipzig Agreement was merely the inno- 
cent enrollment of the businessman in the Labor Front, the ma- 
chinery set up to “co-ordinate” the Estate of Trade and Industry 
with the Labor Front did very much more than that. It provided 
the instrument whereby the Labor Front, and thereby the Nazi 
Party, became the predominant element in a domain hitherto re- 
served to the businessman. As a first step in that direction, the Labor 
Front organized a series of bodies of its own, running parallel to the 
main divisions of the Estate. The businessman, as a member of the 
Labor Front, figures in these bodies. But, owing to the laws of arith- 
metic, he is necessarily in the minority in all such bodies. Labor 
Front membership, being all inclusive, comprises also industrial 
labor, farmers, Party officials, and representatives of public institu- 
tions. The Labor Front was finally fused with the Estate through 
the four main bodies of the Joint Self-administration of Labor and 
Industry. 

The first and supreme body, the Reich Council of Labor and 
Industry ( Reichsarbeits-und-wirtschaftsrat ), is the fusion between 
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the Reich Economic Chamber of the Estate of Trade and Industry 
and the Reich Chamber of Labor of the Labor Front. The fusion, 
however, is unequal, at least as regards numbers. The Reich Eco- 
nomic Chamber is represented only by its Advisory Council, whose 
thirty members are at the same time members of the fusion or- 
ganization. On the other hand, the Reich Chamber of Labor with 
its eighty members, recruited mostly from the leaders of the divi- 
sions of the Labor Front, and hence from the Party, is represented 
in its entirety. It is the Leader of the Labor Front who is also in 
actual charge of the fusion organization. As if to mark the fusion or 
predominance more forcibly, the Business Office of the Reich Eco- 
nomic Chamber became also the Economic Bureau of the Labor 
Front. 

The pattern of fusion is similar in the secondary setup of the Joint- 
Administration organ. This consists of eighteen District Councils 
of Labor and Industry ( Bezirksarbeits-und-wirtschaftsraete ). A 
District Council represents the link between each of the eighteen 
provincial replicas of the Reich Economic Chamber, the Industrial 
Boards, and each of the eighteen corresponding organizations of the 
Labor Front, the District Chambers of Labor. But, as in the case of 
the supreme body, representation in the fusion organization is at 
least numerically unequal. The Industrial Boards are represented 
only by their Advisory Councils, while the Chambers of Labor sit 
in their entirety. 

The picture is somewhat different with regard to the next stage 
in the fusion organization. This is formed by Labor Committees 
( Arbeitsausschuesse ), tp which belong all works or firms of the 
same branch of trade within a radius of fifty kilometers, or thirty- 
one miles. These Committees are intermediate formations between 
the district organizations and the individual firm. They do not rep- 
resent a fusion of existing bodies of Labor and Industry. Representa- 
tion in these Committees is numerically equal, each Committee 
being made up of six employers and six employees. But even in 
this case the Nazi regime introduced an innovation which must 
have been strange, indeed, for the German businessman. This was 
the provision that the Chairman of the Labor Committee, who is 
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elected at each meeting, must alternately be an employer and an 
employee. 

The lowest, but also the most important, rung in the Joint Self- 
administration of Labor and Industry is constituted by the Mutual 
Trust Councils (Vertrauensraete ) . These Councils are sometimes 
described as the Nazi substitute for the Factory Committee of the 
old trade-unions. Such is not the case, because the Councils are in 
reality a disguised form of the smallest divisions of the Factory and 
Cell Organization of the Nazi Party (see Chart 6). This may be 
seen from the structure of the Council. The employer, it is true, has 
been accorded the position of Leader in the Council. But this po- 
sition is largely nominal owing to the prescriptions regarding the 
other members of the Council, whose number ranges from two to 
ten according to the size of the staff. These other members are se- 
lected in the following manner. The employer, “in consultation” 
with the Leader of the Nazi Party Works Cell, selects a panel of 
names from a list of workmen who are members in good standing 
of the Nazi Party. The panel is submitted to the workers for ratifica- 
tion by “secret ballot ” The panel has to be accepted or rejected as 
a whole. If accepted, the panel becomes the Council. If rejected, a 
new panel is drawn up by the same method. 

It is more than apparent that the primary, if not the sole, object 
of the fourfold apparatus for the “self-management” of Labor and 
Industry is to make secure for the Nazi Party a thorough assimila- 
tion and control of the German economy, from the smallest concern 
to the largest association of businessmen. For obvious tactical rea- 
sons, this primary purpose could not be, and was not, formulated so 
explicitly. Further, the construction of the apparatus was such that 
both business and labor could cherish the illusion that it alone had, 
or would gain, the upper hand in management and control. 

The initial definition and division of functions of the Joint- 
Administration organ, though broad, were outwardly innocuous. 
The supreme body of the fusion organization was assigned two 
tasks. The first was to “carry out any work entrusted to” it by the 
government, the Labor Front, and Reich Economic Chamber, as 
well as to receive and distribute the announcements of these three 
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bodies. The second task was "to discuss economic and political 
questions” concerning the Labor Front setup and that of the Estate 
of Trade and Industry. The provincial replicas of the supreme 
body, the District Councils, were given analogous tasks, though 
naturally on a regional scale. 

The two lower bodies of the fusion organization were endowed 
with a status so designed as to permit these bodies to take over, 
when a political opportunity arose, the rights which the Nazi 
regime had been constrained to confer to Reich bureaucrats known 
as Labor Trustees (see below). The Labor Committees, though 
expressly precluded from making decisions, were entrusted with the 
task of "discussing” and "submitting” recommendations to the 
Labor Trustees and the Labor Front on all politico-socioeconomic 
questions affecting their particular trade. These questions were to 
include wage schedules, piecework rates, measures for preventing 
accidents and occupational diseases, welfare, and annual vacations. 

The Mutual Trust Councils were entrusted with the same duties 
for the lowest rung of the fusion organization, the individual firm 
or enterprise. These duties, however, were defined a little more pre- 
cisely. The Councils not only could discuss the same questions as 
the Labor Committees, but they were expected to "assist in the 
constitution and application” of the works regulation (wage and 
piecerate schedules, etc.) and to "use their efforts to settle any dis- 
putes between members of the staff.” 


17. MECHANISMS OF CONTROL— 
THE "MYSTERIES” OF NAZI 
FINANCE 


“I know exactly what can and cannot be 
done with people , with steel and aluminum” 
Adolf Hitler , February 24, 1942. 


I N CONTRAST with the Estates which represent basic and un- 
alterable forms, the Nazi mechanisms for price, production and 
wage control display the characteristics of ad hoc organization. It is 
for this reason that official pronouncements warn against regarding 
as National Socialistic or as "purely German” the special bodies 
created to take over these essential controls from the Estate of 
Trade and Industry, that is to say from the German businessman. 

MECHANISM OF PRICE CONTROL 

Cartels and the Price Commissioner constitute the two principal 
organs of price control. Cartels represented originally a highly de- 
veloped and intricate system which the German business world 
had devised for an effective monopolistic control of prices. On as- 
suming power the Nazi regime found the national economy honey- 
combed by cartels and cartel arrangements. From its early days the 
Nazi Party had taken a very strong stand against trusts and cartels 
and had roundly condemned them in Article 13 of the Program of 
1920. Further, the "iniquity” of these bodies was firmly embedded 
in popular imagination. Yet the cartels were entrenched in the 
national economy and, through interlocking directorates, were in- 
timately connected with the big and powerful German industrial 
and commercial interests. The Nazi regime, therefore, was com- 
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pelled to proceed slowly and cautiously. In fact, it adopted a line 
of approach identical to that assumed toward other forms of busi- 
ness organization. 

By a law of July, 1933, the powers formerly vested with the Com- 
missioner for the Supervision of Prices, created under the Emer- 
gency Decrees of 1931, were handed over to the Minister of Eco- 
nomics. These powers related to the control of prices in general 
and of cartels in particular. But the Minister was also authorized 
to prevent overproduction in certain lines of business and to set up, 
toward this end only, compulsory cartels. The business world 
availed itself of this provision very generously indeed. In approxi- 
mately one year over sixteen hundred cartel agreements affecting 
prices were concluded. In November, 1934, Price Commissioner 
Dr. Goerdeler was reappointed and the powers of the Minister of 
Economics reverted back to him. The new Price Commissioner at- 
tempted reform first by decreeing that all new and higher price 
determination agreements entered into since June, 1933, had to be 
submitted for his approval. Later he declared null and void a con- 
siderable number of cartel agreements. Dr. Goerdeler’s appoint- 
ment was allowed to lapse in July, 1935, when Schachfs New Plan 
for foreign trade was inaugurated. The duties of the Price Com- 
missioner with respect to industrial prices were taken over by the 
Ministry of Economics, then under Schacht’s control. 

Goerdeler’s efforts and Schacht's regime apparently produced 
no satisfactory results, and cartelization and the threat of higher 
prices continued. It was estimated in 1935 that 50 per cent of all 
German industry was cartelized, and by the end of 1936 this had 
risen to 66 per cent. In conjunction with the initiation of Marshal 
Goerings Second Four Year Plan, it was decided to overhaul the 
mechanism of price control. This was done in October, 1936. 

Dr. Goerdeler, however, was not reappointed this time. His place 
was taken by Joseph Wagner, Gauleiter and Reichstag member for 
Silesia. Unlike his predecessor, Wagner was not a technician but 
a former elementary schoolteacher. The title of his office was 
changed from that of Commissioner for the Supervision of Prices 
to that of Commissioner for Price Formation. This change was in 
consonance with Nazi conceptions on this subject epitomized in 
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the slogan Marktordnung statt Marktregelung. By this is meant a 
market order of an “organic,” “natural,” and “moral” character as 
against market regulation of an “artificial” nature, based on legal 
obligations and restraints and on “acquisitive” principles. The new 
Commissioner was vested with very extensive powers. In fact, he 
was given supreme control over all prices in Germany, subject only 
to Goering. 

Commissioner Wagner is known mainly for his famous Price- 
Stop Decree (Preisstopverordnung) of November, 1936. This decree 
prohibited all price increases above the level of October 17, 1936, 
except with his consent. It applied to every price, except those of 
the labor and capital factors of production. The rigidity of this 
decree could be attenuated only in three ways. First, it was provided 
that prices which had been lowered after October 17 might be put 
up again without the Commissioner's permission, but only on con- 
dition that the October 17 level was not exceeded. Secondly, the 
Commissioner could, and did, grant exceptions to the general rule. 
These exceptions related almost exclusively to two categories of 
goods. The first covered imported articles, or goods such as textiles, 
which required foreign raw materials or domestic substitutes. The 
National Boards (Reichsstellen) described above were entrusted 
with the control of the prices of imported goods, but always subject 
to the general supervision of the Commissioner. The second cate- 
gory related to domestic substitutes, the prices of which were, as a 
rule, raised to the prices of the corresponding imported materials. 

Finally, price increases in one field could in part be offset by 
enforced price reductions in other fields. The Commissioner ex- 
ercised his powers of reducing prices particularly in the field of 
branded articles and other monopolistic goods sold at “imposed” 
prices. The Commissioner's efforts in this final instance were im- 
plemented by measures aiming at standardization, rationalization, 
and at shifts of consumers' choice to nonhabitual articles. Ration- 
ing was not instituted till the outbreak of the war. 

The measures usually associated with the Price-Stop Decree, as 
well as the marketing machinery of the Estate of Agriculture, may 
be said to constitute only Marktregelung , in the Nazi sense of the 
word. This is freely admitted by doctrinaires and officials. But it is 
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pointed out that Commissioner Wagner, despite his more urgent 
task of expediting in every way possible the execution of the Sec- 
ond Four Year Plan, has taken steps in the direction of Nazi Mark - 
tordnung . These steps aim at “reforming" or transforming the 
existing system so that it will achieve, “naturally" and “without con- 
straint," stability of prices. 

The transformation of the existing system has taken three princi- 
pal forms. The first was the dissolution of the interlocking director- 
ates connecting industries with price cartels. The second was the 
initiation of a program of improved and uniform bookkeeping and 
cost accounting. This program has permitted the Price Commis- 
sioner to exercise precise and effective control without more pressure 
than the threat of publicity against would-be offenders. Having 
assured himself on these two cardinal controls. Commissioner Wag- 
ner proceeded to the final phase of the transformation of the exist- 
ing system. This comprised chiefly the “education" of businessmen 
so that they would perform the tasks of price formation in a “natu- 
ral" way, with the least effort and intervention on the part of the 
Commissioner himself. 

MECHANISM OF PRODUCTION CONTROL 

German control of industrial production is bound up partly with 
the rationing of raw materials and partly with the allocation of 
labor. Comprehensive and central control of the supply of raw 
materials began with Schachfs New Plan for the regulation of im- 
ports, the main source of Germany's raw material supply. This plan 
was launched late in 1934, almost simultaneously with the estab- 
lishment of the Estate of Trade and Industry. The exchange aspects 
of the control of imports were entrusted to the Central Foreign 
Exchange Office of the Ministry of Economics and its regional 
Exchange Offices. The Reichsbank continued, of course, to exer- 
cise administrative and technical functions on behalf of the Central 
Office. 

The material or quantitative side of import control was vested 
with twenty-seven National Boards dealing with specified groups 
of products. But, as explained above, these Boards were made re- 
sponsible also for the domestic supply of those same products, for 


MECHANISMS OF CONTROL 


219 

their prices, storage, and for their distribution. Consequently, the 
raw material supply and hence the output of industrial firms came 
to be dependent on the decisions of these bodies. At first, the Boards 
allocated raw materials through quotas determined on the basis of 
consumption in a given month. This was soon superseded by quotas 
based exclusively on a system of priorities determined from above. 
These priorities reflected the directives of the State with respect to 
armament, employment, agriculture, rehabilitation, and the en- 
couragement of the production of domestic substitutes. 

Production control underwent considerable change with the 
introduction of the Second Four Year Plan late in 1936. Goering 
exercised his powers of supreme control over production but spar- 
ingly at first. Raw material quotas continued to determine output, 
and only minor changes were introduced. Thus, manufacturers 
were required to use specified amounts of domestic products or sub- 
stitutes together with imported raw materials. Entrepreneurs were 
required to keep and register supplies of raw materials as war re- 
serves. The Economic Groups of the Estate of Trade and Industry 
were asked to collaborate in the field of raw material allocation 
and use, and in increasing the efficiency of industrial enterprises. 

The growing pressure from the production of substitutes and from 
rearmament, however, led in many instances to the piling up of or- 
ders and to delay in deliveries. A solution of this problem was 
attempted by the introduction of a system of control numbers, 
whereby production itself was controlled directly. This was done by 
predetermining production through specified quotas arranged for 
each of the four consuming groups in a fixed order of priority: the 
Army, Four Year Plan, exports, and private consumers. The new 
system did not, however, prevent orders and claims on the part 
of various State organs from competing with each other. To remedy 
this situation Special Commissioners were appointed in the course 
of 1938 to key industries. Their primary task was to devise an ex- 
pert and closely defined set of priorities for the adjustment of the 
various State orders. The control of raw material supply was de- 
centralized and the Commissioners took over from the Foreign 
Exchange Offices and National Boards the functions of distributing 
raw materials within their respective industrial groups. 
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Production control took a more military turn just before the out- 
break of hostilities when eighteen economic Defense Districts 
(Wehrkreise) were created. The leaders of these districts, the Pro- 
vincial Presidents and Reich Governors, were authorized to "ensure 
the unified adjustment and direction of all economic meas- 
ures/ 7 On the outbreak of the war, production control was mili- 
tarized entirely, partly through the designation of key industries as 
"war plants, 77 under direct army control, and partly through the 
setting up of the General Council for War Economy. The Council 
is headed by Goering and is composed of all State secretaries of the 
economically important posts, the Chief of the War Economy 
Board of the General Staff, General Thomas, and a deputy of the 
Fuehrer. The primary task of the Council is to direct the work of 
the economic Defense Districts and of the Special Commissioners. 

MECHANISM OF LABOR CONTROL 

The National Socialist regime abolished collective bargaining and 
entrusted all economic ^unctions with regard to labor to officials 
of the Ministry of Labor, known as Labor Trustees (T reuhaender 
der Arbeit ) . There are fourteen such Trustees, one for each district 
coming under the jurisdiction of the Industrial or Economic Boards 
of the Estate of Trade and Industry. The powers with which they 
were invested in 1934 are very extensive, covering five distinct 
fields. The first is the supervision of the constitution and actions 
of the Mutual Trust Councils of the Joint-Administration organ 
of the Labor Front and the Estate of Trade and Industry. Secondly, 
the Labor Trustees lay down general rules for works regulations 
and individual contracts of employment. Thirdly, they issue mini- 
mum wage schedules. Their fourth function is to approve collective 
dismissals of over 10 per cent of an employer's staff. Finally, the 
Labor Trustees are required to issue reports to the Ministry of La- 
bor on politico-social developments. 

The powers of the Trustees were extended in 1938 to cover 
maximum, as well as minimum, wages and conditions. Maximum 
wage rates were fixed by prescribing that they should not exceed the 
minimum rates by more than 10 per cent. Until that date employ- 
ers had been free to negotiate, in consultation with the Mutual 
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Trust Council, wages in excess of minimum rates. But, owing to the 
growing scarcity of skilled labor, this facility led to undesired dis- 
placement of workers from one firm to another in response to 
higher bids. The entire wage structure was frozen just before the 
outbreak of the war through a Wage-Stop Decree analogous to the 
Price-Stop Decree of 1936. 

Though in principle the Labor Trustee is alone and fully re- 
sponsible for the decisions he makes, in practice he is “assisted” in 
arriving at decisions by two advisory bodies of experts. The first is 
a Permanent Advisory Council ( Sachverstaendigenbeirat ) of not 
more than sixteen members, representing all branches of industry 
in the Trustee's district. Three-fourths of the members must be 
chosen by the Labor Trustee from lists of candidates nominated by 
the Labor Front, while the remaining fourth may be appointed 
freely by the Trustee from among persons in his district whom he 
considers desirable. The second body is a Temporary Committee 
of Experts (Sachverstaendigenausschuss ) . This is made up of not 
more than eight members and has the function of advising the 
Trustee on ad hoc problems. The Trustee may appoint qualified 
members at his discretion, but the members represent an equal pro- 
portion of employers and employees. 

Measures regarding the distribution and allocation of labor have 
varied with economic conditions and policies. During the very early 
phase of the Nazi regime the measures taken were directed toward 
re-employment. Thus, in the course of 1933-1934, districts with 
high unemployment were designated as “closed zones” against mi- 
gratory labor. All firms and public works concerns were required, 
when called upon, to exchange young workers for olde unemployed 
and to arrange for the employment of young displaced workers in 
agriculture or Labor Service Corps. 

The first step toward a “rational” distribution of labor was taken 
in February, 1935, when the Labor Book (A rbeitsbuch) was in- 
troduced. This is a book, issued to employees of all branches of 
trade and industry, which records the personal status, training, and 
professional career of the owner. Employers were made responsible 
for keeping the contents of the book up to date and the Reich La- 
bor Agencies kept copies of the books and changes in them on 
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their records. Private employment agencies were abolished in De- 
cember, 1935. As from March, 1936, the hiring of an employee 
was made conditional on his possession of a Labor Book. 

The transition stage toward a scarcity of labor was character- 
ized by measures aiming at controlling and rationing skilled labor. 
Thus, the hiring of metalworkers was forbidden without special 
authorization from the supreme Reich Labor Agency, the metal 
and building industries were required to hire and train apprentices, 
and the emigration of skilled workers and technicians was pro- 
hibited except under sanction of the Ministry of Economics. 

The rationing of labor started with the Second Four Year Plan. 
The distribution of the labor supply to all industry and agriculture 
was concentrated in the hands of Goering’s staff by decrees of No- 
vember, 1936. A priority list for the allocation of labor was issued 
in this order: rearmament, food supply, domestic raw materials, 
exports, and housing for workers. All skilled metal and building 
workers were required to return to their former trades. Further 
attempts, such as the extension of hours and the hiring of women, 
failed, however, to solve the growing scarcity of labor and its proper 
distribution. 

In June, 1938, resort was had, therefore, to what was tantamount 
to a conscription of labor. The President of the Reich Labor Agency 
was authorized to assign any citizen to a new job, regardless of his 
existing employment, and the hiring or dismissal of any worker 
was forbidden except by special permission of his regional repre- 
sentatives, the District Labor Agencies. In the spring of 1939 the 
scope of the above authorization was extended to cover all in- 
habitants of the Reich, including aliens. These various measures 
and the machinery of the Labor Trustees and Labor Agencies had 
so geared the supply and distribution of labor as to permit a shift 
to a full war economy with but slight changes and adaptations of 
an administrative character. 


THE "MYSTERIES" OF NAZI 
FINANCE 

Neither the principles nor the methods of Nazi finance con- 
stitute anything mysterious. It should be recalled that an engineer, 
Gottfried Feder, was for a long time the official economist of the 
Party. Walther Funk, Minister of Economics and President of the 
Reichsbank, was formerly a newspaper man. It is true that Funk 
had received some training in economics, but his distinguishing 
qualities were common sense and a firm determination to get things 
done. Likewise, Joseph Wagner, the Price Commissioner, was 
formerly an elementary schoolteacher endowed with the same gifts 
as Funk. This was fortunate for Nazi Germany in that the de- 
termination of economic and financial policy was in no way preju- 
diced or befogged by the mumbo jumbo of professors of economics, 
monetary theorists or practical bankers. Nazi views on money and 
public finance are largely those of the engineer who regards the 
problem in concrete and clear terms and is not mystified by the 
veil usually beclouding most writing on the subject of money and 
banking and public finance. 

Nazi ideas on the functions and possibilities of public finance 
and of the monetary system are as old as Benjamin Franklin and 
his currency experiments in Pennsylvania in the twenties of the 
eighteenth century. They have long been available to the Anglo- 
Saxon world. In fact, the ideas put into practice by the Nazis were 
elaborated and refined by J. M. Keynes, the famous English econo- 
mist, whose disciples include such distinguished Americans as Pro- 
fessor Alvin Hansen of the University of Harvard and Lauchlin 
Currie, Special Adviser to President Roosevelt. 

The Nazis disabused their minds quite early of the common 
fallacy which sees an analogy between the debt of the State and 
that of a private individual. They realized that the State was a 
perpetual and immortal entity while the individual was neither. 
From this they drew certain obvious inferences. The primary in- 
ference was that the State, unlike the mortal individual, did not 
have to worry about the aggregate of its debt. What was important 
was the total interest burden of that debt and the relation of this 
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burden to the national income of the country. It was perceived 
that the State rarely paid off its debt and did not, in fact, need to 
do so. All that was required was the meeting of the annual interest 
charges. So long as these charges could be kept reasonably small in 
relation to the total national income, no serious problems need 
ever arise. The reason for this is simple. The State does not have 
to repay debt because as soon as a certain portion of it matures a 
new issue can be made to cover the payment of the amount falling 
due. Internal national debt is, therefore, essentially a bookkeeping 
affair which is of no real significance as long as the annual interest 
burden of this debt is kept within bounds in relation to the total 
value of goods and services produced within the country. 

The views of the Nazi leaders who determine monetary and 
financial policy are simple also in other respects and resemble 
those of the engineer. When they came to power in January, 1933, 
Germany had an enormous mass of unemployed human, mechani- 
cal, and material resources. National income had declined from the 
1929 peak of 76 billion marks to a little over 45 billions in 1932, or 
by about 40 per cent. It was seen that there was no reason for the 
continuance of such a low level of national income in view of the 
enormous mass of unemployed resources. The banking system was 
also in a difficult position partly due to the withdrawal of foreign 
credits and partly owing to the internal scramble for liquidity. 
This scramble was the contributing factor to a spiral of deflation, 
the logical end of which would have been the total unemployment 
of all the men and resources of the country. 

The primary problems facing the country in January, 1933, were 
therefore those of reabsorbing unemployed men and resources and 
providing the banking system with the liquid means that it desired. 
These liquid means the State could provide by issuing the types 
of bonds or bills suited to specific technical and liquidity require- 
ments of the various institutions holding unused banking funds. 
The State could itself take over the use of these funds, and by 
bringing them back into circulation could create the desired re- 
employment of available resources. 

The policy pursued by the financial authorities of the Third Reich 
during the period of large unemployed resources was simple, and 
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comprised the use of three interrelated elementary financial tech- 
niques. The first was the issue of paper best suited to the needs 
of the money market. This was all the more necessary because the 
commercial bills which banks had been in the habit of buying 
were not available and were no longer in general use as an instru- 
ment of finance. The ideal paper for this purpose was, therefore, 
the short-term government bill. Short-term bills have a twofold 
advantage. They bear a short maturity, and a commercial bank or 
credit institution can fit them into the maturity of its own deposit 
liabilities. Thus, a short-term deposit is covered by a thirty-day bill, 
a three-months deposit can be met by a ninety-day bill, and savings 
deposits by paper of a longer maturity. The second advantage is 
that short-term paper does not change in its capital value. Changes 
in the rate of interest do not bring about a change in the money 
value of the short-term bill, as they do in the case of long-term 
Government bonds. The latter necessitate a downward or upward 
readjustment of the assets of a bank in accordance with the general 
movement of interest rates. To meet this demand for short-term 
paper of a fixed value the Reich issued two principal types of bills. 
These are known as A rbeitsbeschafungswechsel and Sonderwech - 
sel , or employment creating and special bills. They are the same. 
The difference in name merely corresponds to the alleged differ- 
ences in the character of the Government program, but both were 
instruments for financing rearmament. 

The second technique of the Reich authorities was devised to 
meet the essentially military character of their program. They de- 
sired that the unemployed resources of Germany as of January, 1933, 
should be devoted to the creation of a powerful military machine. 
This necessitated primarily the regulation of the income spent on 
consumers goods so that it would not compete with the demands 
of the State. Another way of saying this is that the State was anx- 
ious to prevent a rise in the demand for, and the production of, 
consumers goods because such a rise would have meant a diversion 
of resources from the armament program. 

This regulation of the money income of the nation was left to 
the taxation authorities. The latter proceeded in a straightforward 
fashion. German tax rates in 1932 were at an exceedingly high level. 
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Instead of reducing them, as would have been done in a regime 
which aimed to increase the material well-being of the population, 
the Reich authorities decided to keep tax rates at their old and ex- 
tremely onerous levels. In certain cases efforts were made to increase 
those rates. Consequently, a good part of the increased money 
earnings resulting from the higher employment was absorbed by 
the State and never came into the market for the purchase of con- 
sumers goods. This meant essentially freezing the level of consump- 
tion and of the standard of living largely at the level found by the 
Nazis when they assumed power. The regime, of course, allowed 
those who were reabsorbed in employment to enjoy the same 
standard of living as those who were in employment in 1932. But 
this increase in the total of consumers income was very much more 
than offset by the expansion of aggregate national income result- 
ing from the re-employment of human and material resources. 

The third technique of the Reich comprised methods designed 
to prevent both consumption and production from making calls on 
sources and materials which were not available in the Reich. The 
gold and foreign exchange reserves of Germany at the time the 
Nazis assumed power were limited, and Germany's possibilities of 
exporting were restricted. The Reich was, therefore, obliged to be 
very economical in the use of its gold and foreign exchange re- 
sources. At the same time the Nazi authorities wished to curtail 
production for export for the same reasons which induced the 
limitation of production for home consumption. Productive sendees 
were required for the armament program; therefore, only the in- 
dispensable minimum of these facilities was allowed to be devoted 
to the manufacture of exports. The degree and size of the export 
activities of German industry were rigidly determined by the neces- 
sity to import foreign raw materials and other essentials which 
could not be found within the frontiers of the Third Reich and 
which were required by the armament program. 

These three techniques were pursued successfully until 1938 
when the German economy began to feel the stresses and strains 
of full employment. The technique of financing re-employment 
and armament through the issue of Government paper suited to 
the needs of credit institutions was accompanied by a rise in na- 
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tional income from 45 billion marks in 1932 to 77 billions in 1938. 
The latter figure is equal to the peak reached in 1929. The tech- 
nique of stringent taxation policy, by yielding large tax revenues, 
had succeeded in keeping civilian consumption largely at the old 
level. Money incomes available for consumption rose only slightly, 
from 40 billion marks in 1932 to 50.3 billions in 1938. 

These two techniques had been very effective indeed. In the six 
years, 1933 to 1938, the net annual additions to national income ag- 
gregated 103 billion marks. But the stringent application of the 
second technique resulted in only 10 per cent, or 10 billion marks, 
of this huge increase going to consumption. The remaining 93 
billion marks, or about 90 per cent of the additional national in- 
come, had thus been diverted to investment, that is to say, to 
armaments and new factories. 

During the same period the Reich had liquidated most of its 
gold and foreign exchange holdings. This liquidation permitted 
Germany to concentrate on war effort without having to export as 
much as might otherwise have been necessary. Further, it enabled 
the Reich to acquire and pile up supplies of valuable foreign raw 
materials. Germany did not become economically poorer through 
this interchange; it held raw materials instead of gold and foreign 
exchange. 

The Reich public debt had increased during the six years from 
about 12 billion marks to some 40 billions. But this increase had 
only a bookkeeping significance. National income had soared and 
the relative size of the sendee of the public debt had thereby re- 
mained stable or had declined. The exact degree of this change 
cannot be measured because there are no detailed figures on the 
service of the public debt. The available data relate to the interest 
charges on the aggregate — national, state, and private — indebted- 
ness of Germany in 1932 and 1937. The proportion of the interest 
burden on this aggregate debt to the total national income declined 
from 10.6 per cent in 1932 to 6.7 per cent in 1937. 

German techniques did not undergo any radical change after 
the point of full employment had been reached. The State con- 
tinued to borrow and to tax in order to absorb an ever increasing 
share of the national income for its own purposes. The amount 
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absorbed in this way by the Central and local public authorities 
rose rapidly from some 35 per cent in 1932 to about 50 per cent 
in 1939, and to roughly 70 per cent in 1940. In order to appropriate 
these increasing amounts of the national income the Reich resorted 
mainly to a more stringent application of its standard techniques. 

This stringent application took various forms. Private capital 
issues, which had long been made subject to special government 
permission, were choked so that there was no competition between 
private and public issues. A law of 1934 had limited paid dividends to 
6 per cent; it was decided to freeze all undistributed profits and to 
require their investment in public securities or in projects approved 
by the State. The State itself also controls the investment of most 
provident and insurance funds. The Reich takes up such funds by 
issuing directly to the relevant institutions Government obliga- 
tions known as Liquiditaets Anheile , or liquidity loans. These rep- 
resent long-term financial paper. The term of such paper is ar- 
ranged in each case to suit the nature and maturity of the funds 
taken up by the State in this manner. The maturity of the paper 
issued diverges considerably, for example, as between paper is- 
sued to savings banks and paper placed with insurance companies 
and provident societies. 

Direct and indirect tax rates were increased, and tax evasion was 
eliminated. The corporation tax was raised a third time in 1939. 
Income tax rates were increased in the same year. Greater amounts 
were levied in the form of dues, fees, and collections. These range 
from obligatory payments for accident, sickness, and unemploy- 
ment to semicompulsory contributions to Party collections, Winter 
Help, Youth Help, Red Cross, and so forth. 

The Nazis also organized drives in order to encourage thrift. 
These drives even reached into the schoolroom in order to collect 
the pennies saved by children. The object 01 all these measures was 
to absorb the money income flowing into the hands of the fully 
employed population so as to divert it from expenditure on con- 
sumption goods to investment in armaments. 

The allocation of raw materials was already controlled by the 
State. It was decided to tighten this control further and to allocate 
less raw materials to the production of consumers' goods. The sup- 
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ply of such goods had been regulated formerly through the mar- 
keting and distributing agencies. This system was replaced by 
regulation at the point of production. The price of certain essen- 
tials was allowed to rise, but this rise was offset in part through 
drastic official action on the price of branded articles. Through these 
and other efforts of the Price Commissioner the general level of 
prices and the cost of living were kept fairly stable. There was con- 
sequently no price inflation. But the restriction of the supply of 
domestic and foreign consumers' goods led to absolute scarcities in 
many essentials of life. This in turn had the result of inducing peo- 
ple to put their money in a bank account. 

Savings and bank deposits constitute more than an economic 
and financial advantage for the authorities of the Reich. They serve 
a political purpose as well. The realization of such savings and bank 
deposits, even in a distant future, becomes inevitably dependent 
on the success of the schemes and ambitions of the Nazi masters 
of the Reich. The man in the street remembers how the results 
of his thrift evaporated into thin air after the last military defeat 
of Germany. The Nazis have not failed to impress on the German 
public this aspect of their struggle for power. They have used it to 
entrench themselves in Germany, and are now employing the same 
technique on conquered peoples. 

Finally, the State decided to pay less on the amount it bor- 
rowed. A systematic reduction of interest charges, both on public 
and private debt, had been initiated soon after the Nazis assumed 
power. This program was pushed further after the Party had suc- 
ceeded in eliminating the influence of the established business and 
industrial interests. 

The Nazis do not believe in the economic necessity of paying 
interest. They argue that the major part of the savings and bank 
deposits in a modern country represents money put aside for a rainy 
day and not for the purpose of earning interest. They point to the 
fact that most of the total savings of a modern industrial country 
are in the form of insurance, savings deposits, and of non-interest- 
bearing cash reserves or revolving funds of private enterprises. In 
fact, the Nazis contend, people are willing to pay in order to have 
their money kept and invested for them. Therefore, the rate of in- 
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terest can be reduced to even below zero without bringing about 
a diminution in the amount saved. 

Short-term interest rates, which had been relatively low, were re- 
duced further. But Nazi policy extended even to the interest on the 
“liquidity” paper issued to take up the funds of savings banks, in- 
surance companies, social funds, provident societies, and thrift and 
mutual benefit associations. The interest rate on such paper had 
stood for a long time at 4 1 / 2 per cent. This rate was reduced to 4 
per cent in May, 1940, and was decreased further to 3% per cent 
on January 1, 1941. Fritz Reinhardt, Reich Secretary at the Min- 
istry of Finance, was, therefore, able to announce in February, 1941, 
that the servicing of the existing Reich debt required only 4 
billion marks. The current national income was estimated to reach 
a figure of 100 billion marks. The service on the entire debt was 
thus brought down to constitute only 4 per cent of the total national 
income of the Great Reich. 

The outbreak of the war brought out fully the ruthless di- 
rectness of Nazi techniques. Taxation was heavily and indiscrim- 
inately increased. Discreet and devious devices for restricting con- 
sumption culminated logically in a system of general rationing of 
all goods. Private investment was reduced openly and drastically. 
The State also decided to live overtly on capital by drawing on 
supplies and by straining equipment without undertaking replace- 
ments. 

An exact measure of the simplicity and severity of these tech- 
niques has been made possible through the publication of semi- 
official figures by a German economist, Professor Hettlage, attached 
to one of the leading banks of Berlin. According to this source, the 
national income of the Reich — exclusive of incorporated territories 
other than the Saar — amounted to 85 billion marks during 1940, or 
the first year of war. Of this amount 60 billions, or 70 per cent of 
the national income, was appropriated by the State. The manner in 
which this money was commandeered by the State is brought out 
clearly in the detailed tabulation on the opposite page. 

The State took in 56.6 per cent of the money it needed in the 
form of direct and indirect taxes. The remainder was borrowed 
from the population. The amount borrowed represented enforced 
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In Per Cent of 
In Billion Amount Taken 


Source of Money 

Marks 

by the State 

x. Taxation, direct and indirect 

34 

56.7 

2. Release of funds resulting from ra- 
tioning and other restrictions on 
civilian consumption of: 
a. Foodstuffs 

5 

8.3 

b. Manufactured and industrial 
products 

9 

15.0 

3. Living on capital. Release of funds 
from: 

a. Increased utilization of equip- 
ment and its nonreplacement 

4 

6.7 

b. Exhaustion of raw material sup- 
plies and their nonreplacement 

6 

xo.o 

c. Forced reduction in rate of pri- 
vate investment 

2 

3-3 

Total 

60 

100.0 


privations on the consumer and on the economic system. The con- 
sumer had to forego food, clothing, durable goods and other neces- 
sities of life to the value of 14 billion marks, or 5.6 billion dollars, in 
order to release materials and facilities for more arms. The economic 
system was forced to deplete its supplies and equipment to the 
extent of 12 billion marks, or 4.8 billion dollars. The amount left 
by the State to the civilian population and economy of the Reich 
totaled only 25 billion marks. The national income of Germany 
at the lowest depth of the depression, or just before the Nazis as- 
sumed power, had been 45 billion marks. This was about twice 
the amount that Adolf Hitler could spare for his hard-working 
and fully employed people. 
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THE SOIL AND ITS FRUIT 


“A country which is part of the Greater 
German Economic Space cannot be permit - 
ted to be better off than Germany herself ” 
Dr, Fischboeck, Nazi Commissioner in Hoi 
land, August, 1940. 


T HE Nazi-German scheme for the organization of occupied 
countries may be likened to the system prevailing in Europe 
during the Middle Ages. This analogy naturally holds for the 
fundamental distinction of lord and serf which is being established 
as between Germans and subjugated peoples. The Nazi scheme is 
medieval also in a broader sense. The rulers of Germany conceive 
the future of Europe in much the same way as a medieval monarch 
regarded his domains and those of his nobles. Like the medieval 
monarchs, the Nazis desire that their domains should provide all 
the necessities of life. They are determined not to be dependent 
on outside sources except for luxuries which can be dispensed with 
in emergencies. The luxuries of medieval Europe were spices, tea, 
and silks. The Nazis foresee a German Europe which shall also be 
independent in all things except spices, coffee, and fancy articles. 
The analogy between a Nazi Europe and the Middle Ages goes 
further. Nazi leaders have given considerable attention to the ex- 
perience of medieval monarchs. They remember that these mon- 
archs had to face frequent uprisings and coalitions on the part of 
the nobles. They are determined, therefore, to prevent a recurrence 
of similar developments in their own domains. Europe is to be 
organized, under German overlords, into a series of strongholds. 
Such strongholds will resemble the medieval castle in two respects. 
Each stronghold is to produce enough to feed and clothe itself and 
to pay tribute in products essential to the Reich. Each stronghold is 
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also to be organized so that it can defend itself against enemies and 
outsiders until the arrival of aid from the Reich. But meticulous 
arrangements are to be made so that no stronghold is capable of 
revolt and offense. Implements of war and means of producing 
them are to be regulated accordingly. Only the Reich is to possess 
offensive arms and key industries and processes essential to the 
production of such arms. 

In agriculture, as in all other matters, the Nazis pursue policies 
which diverge with the ethnic character of the regions under their 
control. The scheme for the agricultural organization of Europe is, 
therefore, being implemented through three distinct lines of policy. 
There is one line of policy for regions incorporated into the Reich, 
a second for areas slated to be exclusively agricultural or extractive 
domains of Germandom, and yet a third for countries which are 
partly or largely industrial in their structure. 

For regions directly incorporated into the Reich— Austria, Su- 
detenland, and the eastern provinces of Poland— the methods used 
consist essentially in an incorporation of the agricultural systems of 
these regions into the German Reichsnaehrstand, or Estate of Ag- 
riculture. Certain temporary modifications or suspensions of the 
German provisions have often been allowed in order to prevent 
undue disturbances to the Reich or to its new appendages. These 
modifications have usually taken the form of laws of “market pro- 
tection” (Marktschutz ) , agreements between the respective or- 
ganizations of the two regions delimiting markets ( Gehietsschutz - 
abkommen), and the supervision or punishment of a new species 
of profiteers, known as Anschlussprofiteers . 

The protective measures have been removed as speedily as cir- 
cumstances have permitted. The time interval for Austria, for in- 
stance, was a matter of months. Otherwise, the process of agricul- 
tural incorporation has entailed merely the extension of the German 
structural organization to comprise additional functional, terri- 
torial, and advisory units, and an expansion of the German agricul- 
tural marketing setup, the Marktverbaende, Special Commission- 
ers, and Reichsstellen. 

Little information is available with regard to the new agricul- 
tural organization of the Protectorate of Bohemia and Moravia. 
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This is probably due to the fact that there is little to report on the 
subject. What is left of the former Republic of Czechoslovakia 
in the form of the Protectorate of Bohemia and Moravia is largely 
industrial. The predominantly agricultural sections of the former 
Republic— Slovakia, Ruthenia, and Sudetenland — have been for- 
cibly taken away. Though there is agriculture in the widest sense 
of the term within the borders of the Protectorate, this is confined 
largely to dairy products, forestry, and produce destined for pre- 
dominantly export industries, such as the manufacture of sugar 
and beer. Forestry was reorganized in the early days of the Pro- 
tectorate, but its object appears to have been exclusively an in- 
crease in the number of trees felled. The grain monopoly set up by 
the Czechs in 1935 has served as the principal instrument for the 
organization of the production of wheat, corn, etc. 

The second broad line of German policy with respect to the 
agricultural organization of Europe concerns regions which it is in- 
tended to retain and develop as exclusively agricultural and in- 
dustrial raw material domains of Germandom. The pattern for 
such regions has been worked out more or less fully in Poland and 
Rumania. There is little doubt that it is also intended for other 
countries, notably Hungary, Bulgaria, Jugoslavia, Turkey, and 
Russia. 

This line of German agricultural policy has been long in the 
making. Its foundations were laid in the clearing, credit, and other 
agreements concluded as early as 1934 with Danubian and Balkan 
countries. These countries were discreetly induced to divert an ever- 
increasing share of their staple produce to Germany. But at the same 
time the Reich gave these countries credits and technical assistance 
so as to reorient their production to new and nonindigenous articles 
destined exclusively for the German market. These articles cover 
the entire range of products which Germany and Continental Eu- 
rope usually import from overseas countries, particularly the West- 
ern Hemisphere. The products include oleaginous plants (soya 
beans, cotton, and linseed), textile fibers (cotton and hemp), sugar, 
meats and natural fats, tobacco, and cattle fodder. Continental 
Europe, as distinct from the British Isles, is largely self-sufficient 


THE SOIL AND ITS FRUIT 235 

in the other staple exports of the Western Hemisphere, such as 
wheat and corn. 

The long-standing and carefully prepared policy of the Reich for 
its agricultural domains in southeastern Europe is now openly for- 
mulated. It finds expression in public statements, of which the fol- 
lowing is typical: “Germany recognizes the right of a country rich 
in raw materials to refine and work up such materials at home, but 
it would be senseless to build up domestic industries in a country 
which could obtain the relevant articles in better quality and at 
lower prices from its trade partner, which, in practice, is in most 
cases Germany/' These words were uttered by Reich State Secre- 
tary Landfried in Belgrade on the occasion of the conclusion of a 
new clearing agreement with Jugoslavia in September, 1940. 

The principles and methods of this policy have been syste- 
matically applied both in the Gouvernment General of Poland and 
Rumania. Reference may be made first to the latter country, be- 
cause these principles and methods are clearly embodied in a treaty 
concluded by Germany with Rumania on March 23, 1939. This 
treaty provides for “an economic plan, to cover several years . . 
which “will take into account, on the one hand, German import 
requirements and, on the other hand, the possibilities of develop- 
ing Rumanian production, Rumanian domestic needs, and Ru- 
mania's need of economic exchange with other countries." 

The principal provisions of the plan relate to agriculture, ex- 
tractive industries, and communications and commerce. With re- 
spect to the first, the plan envisages the “development and orienta- 
tion of Rumanian agricultural production" for two purposes. The 
first purpose is “the cultivation of new agricultural products as well 
as the intensification of those already cultivated, especially forage, 
oleaginous and textile plants." The second object of the plan is 
“the development of Rumanian forestry and wood economy." The 
Reich needs wood for the manufacture of cellulose, which is im- 
portant in the making of ammunition, artificial textile fibers, and 
newsprint. 

The industrial provisions of the master plan devised for Ru- 
mania relate to the creation or development of “agricultural in- 
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dustries," "industrial forestry/' and of "processing installations." To 
implement these provisions arrangements were made for the 
foundation of "mixed Rumanian-German companies for the open- 
ing up and valorization of deposits of calcium pyrites . . . chrome 
minerals . . . bauxite/' and for "petroleum exploitation and the 
execution of a program of drilling and refining of crude oil." 

The commercial provisions of the Rumanian master plan are as 
all inclusive and thoroughgoing as its other provisions. They in- 
clude "collaboration between Rumanian and German banks . . . 
especially for the financing of various undertakings" and co- 
operation fcr "the development of means of communication." The 
plan also provides for "the creation of free zones where there will 
be installed industrial and commercial enterprises and for the con- 
struction in these free zones of bonded warehouses and transship- 
ment installations for German shipping." 

After remaining practically a dead letter for nearly two years and 
following the bloody massacres caused by friction between the Iron 
Guard and other elements in Rumania, the provisions of the old 
treaty were resurrected in a new agreement signed on December 4, 
1940. The main provisions of the new agreement are identical with 
those of the old, even in the matter of wording. Some paragraphs 
have been added. These state, for instance, that “the Reich will 
remain an assured market for Rumanian products at fair prices, in- 
dependent of economic crises," and note "with satisfaction that 
German-Rumanian co-operation has begun in all fields.” "German 
quarters," it has been reported, have hailed the new agreement as a 
"contract of exceptional importance." 

The provisions embodied in the Rumanian treaty have been 
systematically and ruthlessly applied in the Gouvernment General 
of Poland. The once-famous Polish textile factories are no more, 
their machinery having been mostly transferred to Germany. Polish 
agriculture has been put under a Four Year Plan analogous to that 
embodied in the Germano-Rumanian treaty of 1939. The avowed 
object of this Plan is the increase in, or the development of, the 
culture of sugar beets, potatoes, oleaginous plants, and textile fibers. 
Sugar and potatoes are used for human consumption, for fodder, 
as well as for alcohol for motor fuel. The German authorities are 
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also encouraging tobacco and fodder growing through the use of 
“rationalization” methods. Forestry is also being “rationalized” in 
the same sense as in Bohemia and Moravia, namely, to increase the 
production of cellulose. Game hunting has been made an exclusive 
preserve of Germans. This is presumably a return courtesy for the 
honors lavished by the Republic of Poland upon Marshal Goering 
on the occasion of his frequent hunting trips in that country. 

The agricultural organization of the Gouvernment General is 
both novel and interesting. The lands and agricultural properties 
belonging to the Polish State, the public or semipublic agricultural 
bodies, and the lands belonging to Jews have been brought together 
and organized as “domains.” The term used in the German sources 
is the same, Domaene y but suggests more strongly the medieval 
connotation of the word. The rest of the land, 80 per cent of which 
is distributed into holdings of under one hundred hectares, or less 
than two hundred and fifty acres, has been organized along lines 
substantially similar to those prevailing in Germany. The land was 
divided into such relatively large holdings in order to permit the 
utmost in agricultural exploitation. 

Four Agricultural Chambers ( Landwirtschaftskammern ), under 
the control of German Commissioners, oversee and control the 
production of farms of under one hundred hectares. These Cham- 
bers “co-operate” with former Polish functionaries, district agrono- 
mists, livestock experts, etc. They use an apparatus similar to that 
of the Reichsnaehrstand for the purpose of “enlightening” the 
population (see Chart 2 above). The marketing of produce is ef- 
fected through Agricultural Central Stations ( Landwirtschaftliche 
Zentralstelle) , resembling the German Reichsstelle and Marktver- 
baende. Estates of over one hundred hectares are organized and 
controlled through the machinery of forty “district landlords” 
(Kreislandwirten) . These large estates, though accounting for only 
20 per cent of nonpublic lands, represent the choicest morsels. 

The 1940 harvest in the Gouvernment General, despite the 
ravages of war, is declared to have been brought to normal. This 
fact is confirmed also by non-German sources. An attempt has been 
made to win over the Polish peasantry both through the payment 
of high prices and the distribution of sugar. The peasant is required 
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to feed himself and to yield no less than 25 per cent of the major 
crops for the German army, German officials, German civilians, 
and, lastly, Poles in munition factories and essential services. There 
are no legal requirements concerning the distribution of produce 
to the Polish middle classes or to Jews. The money of these latter 
groups serves little purpose because, owing to the general strict 
rationing system, the peasant cannot buy much with money. 

The Polish extractive industries are being organized as monop- 
olies in accordance with the model provided by the German- 
Rumanian Treaty, rather than on the lines of the German Estate 
of Trade and Industry. A Petroleum Monopoly was created to take 
over all of the two hundred formerly independent concerns. The 
stated purpose of the Monopoly is the elimination of “primitive 
methods” of production. A similar system of “rationalization” was 
also applied to the production of iron, manganese, zinc, potassium 
pyrites, copper, phosphates, and salt. The Polish extractive indus- 
tries produce according to plans drawn up by Marshal Goering’s 
staff and by the War Economy Board. Governor Frank acts as the 
Marshal’s plenipotentiary in the Gouvernment General. Governor 
Frank, in turn, has delegated his powers to an Economic Council 
(Wirtschaftsrat fuer das Generalgouvernment) made up of Ger- 
man Commissioners and “leading personalities.” The latter are, 
presumably, Polish nationals. 

The third broad line of German policy with respect to the agri- 
cultural organization of Europe concerns countries which are partly 
or largely industrial in their structure. This description covers most 
of the remaining occupied regions of Europe — Denmark, Norway, 
Belgium, Holland, and France. The Nazi pattern for these coun- 
tries is largely identical to that for Germany for several reasons. 
These countries cannot be reduced to the status of exclusively agri- 
cultural regions without great loss to Germany herself. Their in- 
dustrial equipment and man power is exceedingly valuable and 
capable of full utilization without in any serious way impairing 
Germany’s industrial structure. On the whole, these countries may 
be considered as being industrially complementary to, rather than 
competitive of, Germany. Further, the Nazi considers the popula- 
tion of these areas as of “higher blood order,” and hence meritorious 
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of less menial occupations. But the German authorities are also 
precluded from going to the other extreme of making these occu- 
pied regions exclusively, or predominantly, industrial. Such a course 
would run counter to German strategical considerations as well as 
Nazi ideology. 

Nazi prescriptions calling for a reorientation of these occupied 
lands to a semirural and semi-industrial structure are being applied 
diligently. A decree of early August, 1940, prescribed that Belgium 
should cut down its pasture by 50 per cent and increase its arable 
land by a corresponding amount. Holland was ordered to convert 
into agricultural areas all the marshy lands of its eastern provinces 
which flank the small, thickly settled region wherein are situated 
most of the Dutch towns. Norway has been required to increase 
its agricultural output and to otherwise reduce its dependence for 
food on the outside world. The Danish economy has been called 
upon to reorient itself toward the New Order and away from its 
overseas markets and sources of supply. France, the prototype of a 
"balanced country/' has not escaped Nazi prescriptions. Not a few 
of the famous vineyards of Champagne have been plowed under to 
produce potatoes for the neighboring industrial districts. 

It is well known that most of the occupied countries under dis- 
cussion have had England as their principal market for agricultural 
produce, and have depended on outside, often overseas, sources for 
their fodder, fertilizers, etc. All that, however, is being changed in 
conformity with the prescribed reorientation of these areas. The 
cutting off of overseas supplies of fodder has been accompanied by 
large-scale slaughtering of livestock. This slaughter has had the "in- 
cidental” effect of providing Germany with badly needed meat, 
either for immediate consumption or for cold storage. 

More important, however, are the fundamental changes that are 
being effected in the agriculture of these areas. Denmark has been 
required to render itself largely self-sufficient in corn by producing 
it with the aid of fertilizers from its subjugated neighbor, Norway. 
Count Grothe, the Nazi-German Farm Commissioner in the Neth- 
erlands, has publicly warned Holland that it must make important 
changes in its crops and that it "must raise products for which its 
soil is better suited.” In connection with the latter, he explained 
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that the raising of tulips and other flowers will be restricted and 
more vegetables will be grown instead. The principal market for 
such vegetables, incidentally, has been Germany. The Vichy regime 
has likewise toed the line by declaring that “New France" is to be 
a preponderantly peasant state, depending on her own supplies 
and catering to her own needs and those of Continental Europe. 
In January, 1941, Vichy initialed a large program to re-establish 
oleaginous plants which had been almost completely abandoned 
in France. 

The organizational structure of agriculture in the more advanced 
occupied countries follows the German pattern fairly closely, except 
for the superimposition of the system of Nazi Farm Commissioners 
observed in the case of Poland. The Commissioners constitute the 
principal links between the agricultural organizations of the Reich 
and the corresponding replicas created in occupied lands. They 
direct and supervise the reorientation of agricultural production, 
control the rationing and distribution of food, and are in charge of 
the allocation of raw materials to the industries of occupied lands. 
Food and raw material allocation is effected through bodies known 
as Warenstelle , or Commodity Boards. These are merely replicas, 
or affiliates, of the Reich National Boards or Reichsstelle. 

The Farm Commissioners assigned to occupied lands are at least 
as adept in the field of propaganda and Nazification as they are 
efficient in agricultural matters. They employ three general meth- 
ods to hasten the “voluntary" reorientation of agriculture. The 
first method consists largely of propaganda, while the other two 
comprise measures in the field of prices and interest rates likely to 
win the peasantry over to the conqueror. 

Propaganda follows largely the official Nazi doctrine with regard 
to the elevated status of the farmer as the “feeder" and “breeder" 
of the nation. It also takes the form of telling the subjugated peas- 
antry that the New Order will provide for them assured markets 
and satisfactory prices. When these arguments are found inade- 
quate, attempts are made to sow confusion and intimidation among 
the peasantry. A typical example of such attempts is afforded by 
the propaganda turned on Danish peasants belonging to an or- 
ganization known as the Landbrugernes Sammenslutning . This 
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propaganda consists of repeating incessantly two themes. The first 
is that British markets are lost forever; these markets have been 
very lucrative and attractive for the Danish peasant. The second 
theme is even more insidious. It consists of telling the peasant 
that the large credit holdings of Denmark blocked in Berlin will 
evaporate if Germany should lose the war. Germany now takes the 
major part of Denmark's produce, but does not pay for it directly. 
Denmark's National Bank pays in Danish currency for all exports 
to Germany by its nationals. The Reich pays for the goods received 
by crediting the Danish National Bank with blocked Reichsmarks 
in Berlin. In other words, the Reich borrows from the central bank 
of the occupied country to pay exporters in the same country. The 
amounts thus borrowed constitute large sums. During the first four 
months of occupation Germany borrowed from Denmark in this 
way a total of 800 million crowns, or 154 million dollars. This sum 
is equivalent to the value of six months' Danish normal exports to 
all the countries of the world, and is four times the value of Ger- 
many's normal imports from Denmark. 

Price increases and reductions in mortgage and other interest 
charges constitute two very effective additional tools. The Nazi 
Farm Commissioners can afford to allow a rise in agricultural prices 
in the occupied countries. The Reich takes all the produce it wants 
and borrows from the country in order to pay for it. The laboring 
classes working on German orders are fed according to strict rations 
at fixed prices. Consequently, the burden of the higher agricultural 
prices falls on the middle classes. These classes apparently cause no 
concern to the Nazis. Price increases have been substantial. In an 
agricultural country like Denmark food prices rose by 30 per cent 
during the first nine months of German occupation. The cost of 
living in France rose by 65 per cent in the interval between capitu- 
lation and April, 1941. 

The slashing of interest rates and mortgages has also been used 
as a weapon to win the subjugated peasant over to the New Order. 
There was considerable room for such action, because in several 
European countries the peasant had been obliged to pay usurious 
rates. The Rumanian peasant, for instance, paid interest at rates 
averaging 25 per cent and sometimes reaching 50 per cent. In No- 
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vember, 1940, the Nazi Commissioner of the National Bank of 
Rumania reduced the interest level on all agricultural loans to 6 
per cent, and put a ceiling of 7 per cent on all loans. Nazi Com- 
missioners have not contented themselves with trying to thrive on 
former abuses. In Norway, for example, the interest charges of the 
peasant were low and reasonable. But to win over the Norwegian 
peasant, Nazi authorities decreed in June, 1940, that banks were to 
make loans to peasants free of any interest whatsoever for the so- 
called repairing of war-damaged farms. The burden of the reduction 
in interest charges has to be borne again by moneyed people, that 
is to say, by the middle classes. 

The agricultural reorientation of Unoccupied France, on the other 
hand, stands by itself in the sense that it was largely a “voluntary” 
act on the part of the Vichy regime. The measures taken by this 
regime since June, 1940, suggest a careful and thorough study of 
the agricultural system and experience of Nazi Germany. 

A law of July 30, 1940, organized the French milk industry on the 
lines of the Reichsnaehrstand and the German agricultural mar- 
keting organizations. Two laws of August 30, 1940, took further 
leaves from ^he Nazi agricultural book. The first law provided for 
the adoption of the German program of 1919 on the reclamation 
of land, which the Nazi regime had pushed forward with rigor 
on assuming power. The second law embodied an adaptation of the 
Nazi National Law of Inheritance or Entail of September, 1933, 
the laws of 1933-1934 on migratory labor and the employment of 
youths in agriculture, and the Nazi device of youthful “farm crews” 
for the seasonal work of sowing and harvesting drawn from the 
ranks of the Hitler Youth and Labor Service Camps. Finally, a law 
of December 7, 1940, provided for the establishment of a French 
Estate of Agriculture on lines patently identical to those of the 
Reichsnaehrstand. 

The law on the French Estate of Agriculture provides and pre- 
pares for “a corporate organization to stimulate and manage the 
common interests of peasant families in the social, moral, and eco- 
nomic domains.” All peasants are to be organized by families on a 
regional basis in government-guided bodies. These bodies will be 
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open to all landowners, rural craftsmen, and farm laborers. Only 
one local organization is permitted for each locality. Each local 
organization is, in turn, affiliated with the single regional and 
national syndicates placed under the supervision of the Ministry 
of Agriculture. Membership in the organizations is not made com- 
pulsory, but the advantages of membership are such as to render a 
continuation of the traditionally independent French farms prac- 
tically impossible. Strikes and lockouts are forbidden. Finally, as in 
the case of the German prototype, all farm benefits, insurance, 
and co-operative functions are centered with the French Estate of 
Agriculture. 

The Nazi-German authorities are not blind to the depressing 
effects of these multitudinous structural changes in the agriculture 
of occupied areas on the standard of living of the subjugated popu- 
lations. Dr. Fischboeck, Nazi Economic and Financial Commis- 
sioner for the Netherlands, acknowledged this in no guarded terms 
when he said: “A country which is part of the Greater German 
Economic Space cannot be permitted to be better off than Germany 
herself/' 

The Nazis try hard, however, to console subjugated peoples for 
the loss in their material well-being by feeding them a diet of care- 
fully prepared propaganda. Such propaganda consists of attempts 
at explaining to despoiled populations that material things do not 
matter anyway and at painting glowing pictures of conditions in the 
Europe of the future. These attempts constitute part of the Nazi 
technique of hypnotizing the conquered into accepting their ma- 
terial lot in the New Order. A typical example of this technique is 
afforded by an article in a special number of a serious economic 
journal, Wirtschaftsdienst , devoted to Scandinavia. The article is 
on the standard of living of the Scandinavians and the future of 
this standard in the New Order. 

The author begins his article with a glowing picture of the 
normal mode of living of the average Scandinavian. He describes 
how almost every household has an American automobile, an 
American frigidaire, an American washing machine, and how plenti- 
ful radios are. The composition of the Scandinavian diet is exam- 
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ined in turn, and is found to contain exotic fruit, meats, and bev- 
erages like coffee, all coming from overseas. The author then inquires 
into the fate of this mode of living in the New Order. After various 
mental gymnastics, he concludes that the Scandinavian standard of 
living will have to come down. But then he takes great pains to 
offer consolation and compensation to the Scandinavians for the 
certain loss in their material well-being. What matters, he says, is 
not a material standard of living but a cultural ( kulturell ) one. The 
beauties of the Kultureller Lebensstandard are depicted in the fol- 
lowing words in the finale to this serious disquisition. 

“It is doubtless true that the nature of the high standard of 
living in the German Social State is vastly different from that pre- 
vailing in the narrow individualistic society of the nineteenth cen- 
tury. The German standard strives less for ease, and has as its main 
aim the refreshening of the spirit, which is realized through the 
exercise of one’s powers and the joys of achievement. . . . The joy 
of music will not be restricted to the few (the few snobs with 
turned-up noses) because the majority will share in it. The Or- 
ganization of Strength Through Joy, which has brought to every 
active German the beauty of the home and of the wide world, as 
well as the products of art and thought, does not cost the tax payer 
even a red penny; this Organization is open to all. 

“Anxiety over 'thoroughly regimented free time’? Why, even in 
this respect there is nothing to worry about. In the permanently 
and fully employed economy of Europe there will be exceptional op- 
portunities for special diversions and satisfactions which until now 
have come under the heading of luxuries. Germany has given birth 
to the revolutionary idea of the Volkswagen (people’s car) and to 
a new era of housing construction . . .” 

The “revolutionary idea of the people’s car” had been announced 
in 1937. The laboring masses continue to pay regular contributions 
toward the purchase of such cars. Yet not a single Volkswagen has 
rolled off the assembly lines. The “new era of housing” was pro- 
claimed during the hard winter of 1940. The German laboring 
masses were promised that they would have 6, 000, coo new houses — 
when the war is over. 
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For their serious privations in bread, butter, and meat, con- 
quered peoples are being offered the prospect of indulging in the 
Nazi kulturell life and of cherishing visions of people’s cars and 
houses which are hardly in the blueprint stage. 


19 . 
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“ I can mobilize half Europe and will do 
so” Adolf Hitler, February 25, 1941. 


T HE Nazi-German scheme for the industrial reorganization of 
the more advanced of the occupied countries follows the pat- 
tern applied in the agricultural reorientation of Europe. This pat- 
tern is largely that of the Middle Ages. However, although the spirit 
of the industrial scheme is, and will remain, essentially medieval, 
its implementation is highly refined and modernized. The indus- 
trial scheme for a Nazi Europe incorporates the totality of German 
experience in the economic, technical, and military spheres. The 
tools of modern science and technique, the lessons of military and 
political strategy, and the controls and mechanism developed for 
the exploitation of the German economy are all being used to make 
Europe revolve around the Reich in much the same way as the 
Nazi Party revolves around the person of the Fuehrer. 

The Reich's position as the pivot in the industrial and economic 
life of Europe is being assured through the pursuit of four broad 
lines of policy. First, the German authorities are organizing Eu- 
rope into a series of strongholds so designed as to render the Reich 
safe from attack from within and without. Secondly, the Reich is 
itself taking over transport and utilities, two services which con- 
stitute the foundations of modern industrial societies. Thirdly, 
German monopolies are being created to control the sources and 
supplies of raw materials essential to industry and armaments. Fi- 
nally, the nonessential sectors of the economic system of Europe 
are being honeycombed with German controls and integrated as 
cogs in the Reich's giant Estate of Trade and Industry. 

The thoroughness with which the European dependencies of 
Germany are being rendered militarily impotent is adequately illus- 
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trated by the disarmament imposed on France. This disarmament 
has been so complete as to make it necessary for French farmers 
and authorities to appeal to German occupation troops even for 
the destruction of wild animals roaming the countryside. The 
French peasant has been stripped of all firearms and, consequently, 
wild life has greatly multiplied even in comparatively populated 
districts. For example, on May 4, 1941, the farmers living in the 
vicinity of Paris had to appeal to the Germans to save their corn- 
fields and gardens from hordes of wild boar roaming the Fontaine- 
bleau Forest, not so long ago the playground of Parisians. 

German disarmament policy extends also to the means of pro- 
ducing arms. Not content with the control of existing French arma- 
ment industries, the Nazi authorities are bent on rendering them 
harmless to the Reich. This is being achieved gradually through a 
systematic concentration of essential armament processes in the 
Reich. An agreement between German and French authorities con- 
cluded in February, 1941, meticulously removes all possibility of a 
revival of French armament industries. It provides for a clear line 
of demarcation in the functions of the industries of the two coun- 
tries. It was decided that Reich industry was to concentrate increas- 
ingly on armaments and ammunition, and French manufacturers 
were to assume a large part of the former burdens of Germany's 
peacetime industry. 

The life of a modern industrial nation is largely based on trans- 
port and utilities. Both categories of services are also essential in 
the conduct of war and in policing civilian populations. The Ger- 
mans are bent on retaining absolute mastery over Europe's trans- 
portation system and over its network of public utilities and other 
essential services. The policy of the Reich in this field was clearly 
formulated in the Organic Law for the Protectorate of Bohemia 
and Moravia promulgated on March 16, 1939. The system first 
devised for Czecho-Slovakia constitutes a veritable master plan or 
blueprint for the aggrandizement of Germandom, and has been 
applied faithfully and with no significant variations to all other 
countries conquered by Germany. Article 8 of this Organic Law 
provides that "the Reich exercises direct supervision over com- 
munications as well as over the postal, telegraph, and telephone 
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systems/' The same principle was applied to Norway, where the 
Germans created a Shipping Directorate to control and charter all 
available vessels themselves. Shipping constitutes the principal ele- 
ment in Norway's transport system. The right of exclusive ex- 
ploitation of the transport system by the Reich was also embodied 
in the armistice treaty imposed on France on June 22, 1940. 

Utilities have been brought under the exclusive sovereignty of 
the Reich by virtue of the “military necessity" of the conqueror to 
control “the postal, telegraph, and telephone systems." The preroga- 
tive to operate these essential services naturally implies the right 
to control the sources of electricity, gas, and water on which these 
services depend. In the case of Norway the taking over of the 
utilities by the Reich was provided for explicitly. This took the 
form of a plan for the development of Norwegian water power that 
would fit into Germany's power system. Where there is no explicit 
provision for direct German control of utilities, the Reich wields 
power by virtue of its monopoly on coal, an article essential to 
utilities in countries which have no natural water power. Plans for 
the electrification of western Europe announced in the autumn of 
1940 provide for a system which hinges on central stations located 
within Germany, mainly in the Ruhr. 

The raw materials essential to industry* and armament are being 
organized into monopolies of the Reich. The most important of 
these materials are coal, iron and steel, oil, potash, and aluminum. 
The sources of supply and production of all these six basic ma- 
terials are already within the firm clutch of Greater Germany. 

Coal is truly the “gold" of the New Order. It forms the basis of 
Europe’s heavy industry, runs its ships and locomotives, and pro- 
vides its central heating and hot water. Equally important is the 
new role of coal as the basis for the manufacture of a wide range of 
synthetic products, including gasoline and artificial rubber, or buna . 
The main coal deposits of Continental Europe are located in 
Greater Germany, Northern France, Poland, Belgium, Holland, and 
Czecho-Slovakia. These areas account for over 90 per cent of Eu- 
rope’s total capacity in anthracite and bituminous coal. The Third 
Reich is in complete control of all these areas. Even before this war 
Germany had an almost complete monopoly in lignite and brown 
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coal. The incorporation of Czechoslovakia and control of Hun- 
gary’s mines have assured the Reich a virtual monopoly also over 
these two lesser forms of coal. 

To manage this gigantic coal monopoly the Reich created on 
March 24, 1941, a "general staff” for coal production and distribu- 
tion. The general staff is known as the Reich Coal Association, 
Reichsvereinigung Kohle, and consists of fourteen of the leading 
representatives of coal producers, distributors, and consumers. The 
Association has assumed complete responsibility for supplying coal 
to the Reich and the occupied territories. 

As if to mark the importance of the new Coal Association, the 
main tasks of policy formation were entrusted to Walther Funk, 
Reich Minister of Economics, President of the Reichsbank, and 
the authority designated by Hitler and Goering to plan the eco- 
nomic organization of the New Order. It is also significant that the 
all-powerful German Labor Front is fully represented in the di- 
rectorate of the new monopoly. The post of President of the Reich 
Coal Association was given to Paul Pleiger, General Manager of 
the State-owned and operated Hermann Goering Works. The 
Works bearing the Marshal’s name hold a key position in the eco- 
nomic system of Nazi Germany, with ramifications in heavy in- 
dustry, mines, shipping, and in aluminum, chemical, and electrical 
enterprises. 

Iron and steel complement coal as the basic materials of the 
industrial age. The iron-ore mines of Continental Europe are lo- 
cated mostly in areas adjacent to Germany. The richest deposits 
are those of Sweden, Lorraine, Luxembourg, and Norway. Lorraine 
was formally incorporated as a province of the Reich on November 
30, 1940. Luxembourg was brought within the fold on February 
8, 1941. Lorraine ore mines passed into German hands through 
the purchase of French interests by German banking institutions. 
The Germans acquired control over Luxembourg properties in a 
similar fashion. The Dresdener Bank, one of the three leading 
banks of Germany, bought majority interest in the International 
Bank of Luxembourg, the principal credit institution of the former 
Grand Duchy. The latter then proceeded to float a new holding 
company with which to acquire control over the iron mines of the 
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region. The exploitation of the Norwegian ore mines was entrusted 
to German companies soon after the occupation. German sources 
explain that this was done by “agreement with” the interested 
Norwegian concerns. 

Sweden's rich iron deposits remain outside the direct control of 
the Reich. But Sweden produces little coal and is now dependent 
for it on the Continent of Europe. This fact, coupled with the 
isolation of the country from the outside world, places the product 
of Swedish mines at the entire disposal of the Third Reich. 

The steel furnaces of Europe are to be found mostly in Greater 
Germany, France, Belgium, Czecho-Slovakia, Luxembourg, and 
Poland. The Skoda Works of Czecho-Slovakia passed into German 
control soon after the occupation of Prague through the purchase 
of stock by Reich companies. Poland's steel mills were taken over 
more or less outright as they were located mostly in regions in- 
corporated in the Reich. A German steel company, Otto Wolff of 
Cologne, has acquired majority share in the stock of Luxembourg 
and French steel mills. The Belgian steel industry had been or- 
ganized into a compact trust known as the “Cosibel.” On June 21, 
1940, the Cosibel was officially dissolved and transformed into a 
new syndicate under the name of “Le Syndicat Beige de L'Acier,” 
or “Sybelac.” German sources have explained that the new syndi- 
cate was designed to “remove the influence which France and 
England had exercised over many concerns.” This “influence” has 
now been replaced by German influence, French and English stock 
holdings having passed into the hands of Otto Wolff. 

Despite the construction of large facilities for the production of 
synthetic gasoline, oil remains an essential raw material for Eu- 
rope's economy, particularly for aviation. Europe has few deposits 
of natural oil, and these are located mainly in Rumania and Po- 
land. Poland's two hundred independent oil concerns have been 
merged into a monopoly run by Germans and working according 
to plans drawn up by Marshal Goering's staff and by the War 
Economy Board. 

Rumania's oil wells are being exploited according to a detailed 
program laid down in the Germano-Rumanian commercial treaty of 
March 23, 1939. This treaty provided for the foundation of “mixed 
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Rumanian-German companies . . . for petroleum exploitation and 
the execution of a program of drilling and refining crude oil/' 
Efforts to implement this program were made soon after the sig- 
nature of the treaty through the purchase of stock in minor Ru- 
manian oil companies. Among these was the Foraky-Romanesca 
Petroleum Company, taken over in 1939 by the Allgemeine Waren- 
finanzierungs Company of Berlin. Large-scale purchases and con- 
trol of the more important oil wells did not begin, however, until 
after 1940. To facilitate German domination, the government of 
General Antonescu ordered the seizure of all oil properties on 
December 4, 1940. This was the very day of the reaffirmation and 
extension of the Germano-Rumanian trade treaty of March, 1939. 

The principal German concern entrusted with the taking over 
of the more important oil properties is the Kontinentale Oel A.G. 
This is a holding company created in April, 1941, by the Deutsche 
Bank, one of the “big three” banks of Germany. The omnipresent 
Walther Funk, Reich Minister of Economics and President of the 
Reichsbank, is president of the administrative council of the new 
oil holding company; General Thomas, head of the War Economy 
Board, is a director. According to official declarations, the pur- 
pose of the holding company is to “restore to the German oil 
industry the position that it was forced to abandon in 1918.” 
At that date Germans were interested in the oil output of both 
Rumania and Iraq. In Rumania the Deutsche Bank had created 
the Deutsche Petroleum Company, which had interests in nu- 
merous Rumanian firms which it was obliged to relinquish after 
World War I. The Deutsche Bank had also secured a substan- 
tial share in Iraq oil wells through a company known as the 
Turkish Petroleum Company. After 1918 these various German 
interests had passed into the hands of British, Anglo-Dutch, French, 
and American interests. It is interesting to note that the over- 
throw of the pro-British government of Iraq and its replacement by 
pro-Axis elements coincided with the creation of a holding company 
to take over oil properties in Rumania and Mesopotamia. 

To secure a complete monopoly over the oil resources of Europe 
the Reich has also extended its control to the Hungarian and Jugo- 
slav oil wells. The Hungarian oil industries in the districts of Bala- 
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ton Lake and the Mur River, formerly controlled by the Standard 
Oil, are now in the hands of the Wintershall Company. This con- 
cern, originally created to manage the Austrian oil industry, is a 
big shareholder of the Kontinentale Oel A.G. The exploitation 
of new oil wells and the development of mining in Jugoslavia were 
entrusted to the Jugo-Montan Company, created late in 1940 as 
a joint German-Jugoslav concern. The only European oil deposits 
remaining outside direct German control are those of Albania. 
These deposits are relatively poor and are operated by Italy, the 
junior partner of the Third Reich. 

Potash is important for explosives and as fertilizer. Before 1918 
Germany had a practical monopoly over this important product 
as a result of its control of the potash deposits of Alsace. The in- 
corporation of this French province into the Reich soon after June, 
1940, re-established Germany as the key potash producer of Europe. 

Germany has long vied with the United States for the position of 
the world's largest producer of aluminum. German aluminum pro- 
duction equaled American output for the first time in 1934, but did 
not begin to exceed it seriously until 1938. But, as in the case of 
the United States, Germany was poor in crude bauxite ore from 
which aluminum is made. The richest bauxite deposits of Europe 
are to be found mainly in France, Hungary, Jugoslavia, Italy, and 
Greece. Military successes have brought these deposits within di- 
rect German control. The European countries possessing bauxite 
produced comparatively little of the finished product themselves 
and sold the raw material to Germany. It seems a foregone con- 
clusion that the German Aluminum Trust will continue this state 
of affairs, and thereby enhance its dominant position in Continental 
Europe and, perhaps, the world at large. The bauxite resources of 
Continental Europe are about twice the known capacity of the 
rest of the world. 

Magnesite is even more important than bauxite because it yields 
a substance which is both lighter and harder than aluminum. Be- 
fore the present war Greater Germany held a predominant position, 
in the production of this material, thanks to the occupation of 
Austria. The Austrian mines account for roughly a third of the 
world production of magnesite, and their output is equaled only by 
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the mines of the Soviet Union. Through the occupation of Aus- 
tria the Third Reich gained control also over the European mag- 
nesite cartel, which had had Vienna as its headquarters since 1925. 
This cartel included the magnesite producers of Czechoslovakia 
and Hungary. Majority control in the producing concerns of these 
two countries is now held by the leading magnesite company of 
Austria, the Veitscher Magnesitwerke A.G. of Vienna. The success- 
ful conclusion of the Balkan campaigns brought within the fold 
Greece and Jugoslavia, two big producers of magnesite which had 
remained outside the Vienna cartel. This rendered virtually com- 
plete the Reich's monopoly over the magnesite mines of Europe, 
whose combined output exceeds that of the mines of the rest of 
the world. 

Europe is rich in coal and iron, the basic materials of heavy in- 
dustry. It is poorly endowed, however, with substances essential to 
ferrous metallurgy, particularly those needed in the hardening of 
steel. Tungsten is produced mostly in faraway China, and the West- 
ern Hemisphere has an almost complete monopoly over similarly 
basic substances like nickel, molybdenum, and vanadium. Before 
the war Germany built up stocks of these materials, cut down on 
their consumption for civilian purposes, and attempted to find 
chemical substitutes for them. These, however, were stopgap meas- 
ures. With the extension of its military power over the Continent, 
the Reich set out to monopolize and exploit to the utmost the 
natural resources of Europe in steel-hardening substances. An early 
beginning was made in Norway, practically the sole European 
source for motybdenum. The exploitation of the Norwegian molyb- 
denum mines was entrusted from the outset to German companies. 
Similar action was taken to develop Norway's nickel deposits. 

The Balkan campaign brought within the reach of the Reich 
the important resources of eastern Europe in chromium, a sub- 
stance serving the same purposes as tungsten. Both Greece and 
Jugoslavia have large deposits of chrome ore. More important still, 
the Balkan campaign brought the Reich to the very doors of 
Turkey, the biggest single producer of chrome in the world. At 
the beginning of the present war the Allied governments secured 
control over Turkish chrome by agreeing to buy the entire output of 
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the mines. But the Balkan campaign virtually isolated Turkey by 
land and sea from the Allies, and left but one outlet for the disposal 
of the product of its chrome mines. This outlet is Europe, that is to 
say, the Third Reich. The Nazis legalized their virtual control 
over the disposal of Turkish chrome soon after the conclusion of 
a treaty of nonaggression with Turkey on June 20, 1941. 

The military campaign in the Balkans improved the potential of 
Greater Germany also in nickel. It added to the resources of the 
Norwegian mines in Kristiansand the deposits of the Karditsa mine 
in northern Greece and of the Caak and Valjevo mines of Jugo- 
slavia. The only remaining major source of nickel in Europe is 
that of the Finnish mines in Petsamo. These mines, too, fell under 
the control of the Reich by virtue of an agreement negotiated in 
May, 1941. 

Europe is relatively poor in copper. Nazi Germany has sub- 
stituted aluminum in the place of copper for all nonmilitary pur- 
poses, such as electric wiring. The richest deposits of copper are 
found in Jugoslavia, Spain, and Norway. Norwegian copper mines 
were placed in German hands soon after the invasion of Norway. 
The famous Bor mines of Jugoslavia had been owned and controlled 
almost entirely by the Compagnie Francaise des Mines de Bor. The 
interests of the French company were purchased by German con- 
cerns about the middle of December, 1940. There is practically no 
reliable information with regard to the operations of Spanish cop- 
per mines and the destination of their output. Most of these mines, 
such as the famous Rio Tinto, had been largely owned and op- 
erated by British interests. On May 16, 1939, however, Generalissimo 
Francisco Franco decreed as “property of the state" all stocks of 
copper, copper alloys, and scrap, and established a Government Su- 
pervisory Committee to control the production and distribution of 
copper by all Spanish mines. 

Having achieved virtual monopoly over materials essential to 
peacetime and war production, the Nazi authorities turned their 
attention to acquiring control over the secondary industries of Eu- 
rope. This control takes the form of purchasing 49 per cent of all 
stock in the industrial and commercial enterprises of occupied 
countries. The purchase does not cost Germany a red penny, be- 
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cause it is paid out of the accumulated funds derived from the im- 
position of so-called costs of occupation and other charges on the 
subjugated lands. According to the French authorities at Vichy, 
the Reich had succeeded by March, 1941 , in acquiring 45 to 49 
per cent of the stockholdings of French industrial and commercial 
enterprises, insurance companies, and banks. The subjugated peo- 
ples are allowed to retain 51 per cent of the stock of their own 
enterprises, partly for the sake of appearances and partly because 
the Nazi authorities realize they have ample powers to swing at 
any time any number of votes in the direction dictated by the 
Third Reich. 

The mines and industries of occupied Europe had been set to 
work on German orders long before the Reich acquired legal or 
financial control over them. German sources have made no secret 
of this. The press organ of the Supreme Reich Economic Chamber 
intimated on August 30, 1940, that Germany's difficulties in de- 
livering the promised volume of coal, iron, and steel products to 
the USSR and other markets would be relieved by the mines and 
industries of occupied lands. The paper also announced a new 
agreement concluded by the Reich Trade Group for Iron and 
Steel with the corresponding organizations of the occupied coun- 
tries of western Europe. This agreement was declared to “open the 
perspective of a unification of the direction of the industries under 
a new order of things." 

The large shipbuilding facilities of the conquered nations were 
also set to work on German orders from the early days of the oc- 
cupation. This was to be expected in view of the limitations of 
German shipyards, especially for large-scale construction of sub- 
marines and other fighting craft. The Germans have concentrated 
their attention on Danish and Norwegian shipyards, as they are 
farthest removed from the bases of the R.A.F. It has been reported 
that the German troops occupying Denmark brought with them 
full scale plans for a thorough reorganization and extension of the 
Danish shipyards. With respect to Norway, Nazi sources have an- 
nounced that “thanks to German initiative all shipyards are work- 
ing at full capacity — with working time of at least 48 hours a week." 

Work on German orders, particularly those of a military char- 
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acter, also extends to Unoccupied France. The Vichy authorities 
finally admitted in March, 1941, that French industries were work- 
ing at 50 per cent of normal capacity on German orders. This per- 
centage applies to the totality of enterprises in Unoccupied France. 
It may be assumed that tank works, like the Chantiers Maritimes 
of Marseilles, are operating at full capacity for the Wehrmacht. 
This armament activity is contrary to Article 6 of the armistice be- 
tween Germany and France providing that the “building of new 
war apparatus in unoccupied territory is to be stopped immediately.” 
The Nazis cannot, of course, be expected to have objected to this 
violation of the terms of the armistice. The Vichy regime, on the 
other hand, would justify its action by pointing out that the German 
tank orders provide needed employment and forestall the recruit- 
ing of French industrial laborers for work in Germany. 

Full employment is not the fortune of industries and enterprises 
which compete in any way with those of Germany. This is par- 
ticularly the case with the textile factories of France, Belgium, and 
Holland. The Reich and its Italian partner have textile plants ade- 
quate for domestic and export purposes. Further, the raw material 
supplies for these plants are insufficient. This inadequacy is due 
to the cutting off of overseas sources by the British blockade, the 
inevitable slowness of the Nazi schemes for a Continental supply 
of natural fibers, and the shortage of labor and transport facilities 
for felling trees and for converting wood pulp into artificial fibers. 
These three factors explain in part why the textile factories of 
occupied lands are working at less than half of their normal ca- 
pacity. More important, however, is the fact that the Reich and its 
junior partner wish to keep textiles as their special preserve. Ger- 
many is officially reported to have acquired control of French rayon 
interests for the purpose of restricting their output. Holland's 
famous Breda and A.K.U. textile plants seemed threatened with a 
similar fate. A German group bought at the end of 1940 5 million 
dollars' worth of shares of Algemeene Kunstzijde Unie, the large 
Dutch rayon concern. Continental Europe accounted for roughly 
40 -per cent of the world production of rayon in 1939, with the 
United States and Japan taking a second and third place. 

Two determined German women are out to take from Paris its 
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position as the fashion center of Europe. One is blond, elegant, 
forty-year-old Frau Mia May, who entered the German fashion 
field by making a name for herself as a designer of textiles. In 1940 
she sold over two thousand different designs of printed material in 
the Reich. Frau May is seconded in her determination by her 
friend and best customer, Frau Robert Ley, who is the wife of the 
Fuehrer of the Labor Front. Frau Ley herself has been an out- 
standing success in the German cosmetic industry. Frau Mia May 
admitted publicly on February 5, 1941, that she intended to move 
the style capital of Europe from Paris to Berlin. In this intention 
she has the full backing of the powerful husband of her friend and 
chief customer. Dr. Ley had previously shown his willingness to 
subscribe to the spirit of Frau May's aspirations by announcing 
that "the German woman must be elegant" and by offering courses 
in make-up and cosmetics to the female members of the Labor 
Front. The membership of the Labor Front comprises in one way 
or another practically the entire female population of the Reich. 

The ambitions of Fraus May and Ley found concrete expression 
through the establishment of a Germano-Italian Fashion Commis- 
sion early in February, 1941. The official reason given for the crea- 
tion of this Commission is that it was designed to avoid conflict 
between German and Italian styles through joint advance decisions 
regarding the kinds and colors of clothes to be worn each season. 
Anyone familiar with the fashion industry of Europe will hardly 
be impressed by this official reason. Rome has long aspired to play 
at least second fiddle to Paris as the fashion center of Europe and 
has had wide experience in both print and fashion designing. The 
new Commission is, therefore, the instrument whereby Fraus May 
and Ley hope to restrain Rome's ambitions, and to retain for them- 
selves the entire fashion and cosmetic industry of the New Europe. 

Not content with achieving virtual monopoly over essential serv- 
ices and raw materials, reserving for themselves the choice indus- 
tries, and acquiring majority financial control over remaining in- 
dustries, the Nazi authorities are proceeding to integrate Europe's 
economic system in the giant Reich Estate of Trade and Industry. 
The methods employed for this integration follow closely the pat- 
tern evolved for the same purpose in Nazi Germany. The varia- 
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tions that may be observed as between occupied lands reflect differ- 
ences in industrial structure as well as Nazi considerations regarding 
the "blood hierarchy” of subjugated peoples. 

The industrial organizational forms introduced in Bohemia and 
Moravia by the decrees and orders of June and August, 1939, are 
patterned after the Reich Estate of Trade and Industry. The entire 
organization of Czech trade and industry was vested with a new 
Ministry of Industry, Trade, and Business. This was placed under 
a German Commissioner and high functionaries drawn mostly from 
German nationals. 

All existing business and industrial organizations were first le- 
gally dissolved, and then the members and machinery of the older 
bodies were "co-ordinated” into a "service” system ( Pflichtorganisa - 
tion). This new "service” system is made up of three central or- 
ganizations. The first is the Central Association of Industry for 
Bohemia and Moravia, corresponding to the Reichsgruppe Indus- 
trie. The governing board of the Central Association is appointed 
by the Minister of Industry, Trade, and Business. The Central As- 
sociation is organized both on a functional and a territorial basis. 
Its functional setup comprises twenty-three Trade Groups ( Wirt - 
schaftsgruppen ) , as compared with the thirty-one Groups of the 
corresponding German body. Each of the Czech Groups is a func- 
tional replica of the corresponding Reich Groups. As in Germany, 
the vertical division of the Czech Economic Groups is pursued 
further right down to the individual concern. There are, thus, Sec- 
tions ( Fachgruppe ) and Subsections ( Fachuntergruppe ) for each 
of the Czech Groups. The duties of the functional formations are 
the same as those of the Reich formations. They cover all matters 
relating to the conduct of trade and industry, with the exception 
of market and production regulation, price fixation, and wage 
problems. These three categories of problems are handled by sepa- 
rate bodies which are similar to those of the Reich. 

The second central body of the Protectorate's new "service” sys- 
tem is the Central Association of Trade of Bohemia and Moravia, 
corresponding to the Reichsgruppe Handel. The Czech organi- 
zation is made up of four functional bodies, as against six in the 
Reich, covering Wholesale and Foreign Trade, Retail Trade, 
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Agents and Middlemen, and Itinerant Vendors. The Protectorate's 
Central Association of Trade is also organized functionally into 
Trade Guilds, and geographically into Territorial Associations. 
These correspond to the German Chambers of Handicrafts and 
to the German Chambers of Commerce, as organized by the Nazi 
regime. 

The third central body is the Central Association of Handicrafts 
of Bohemia and Moravia, corresponding to the Reichsgruppe Hand- 
werk, or the last of the Nazi-German National Branches of Business. 

The three central bodies of the Protectorate's new “service" sys- 
tem account for three of the six National Branches of Business 
making up the Reich Organisation der Gewerbliche Wirtschaft . 
There are no Czech bodies corresponding to the three Reichsgrup- 
pen of Power, Banking, and Insurance, nor is there any organi- 
zation of transport similar to that of Germany. These four fields 
of activity were merged more or less immediately with those of the 
Reich. Article 8 of the Organic Law of the Protectorate of March 
16, 1939, had provided for the direct Reich control “over com- 
munications as well as over the postal, telegraph, and telephone 
systems." The Czech power system — electricity, gas, and water — 
fell under German control by virtue of the latter provisions of the 
same article. Czech banking and insurance, on the other hand, re- 
quired no preliminary “adaptation" or “preparation" in order to be 
fitted directly into the German scheme, as was the case, for in- 
stance, with the industries of Bohemia and Moravia. Czech bank- 
ing and insurance companies came under German control and were 
incorporated into the Reich system soon after March, 1939. 

The preliminary process of “preparing" and “adapting" Czech 
industry and trade to fit into the German scheme took slightly over 
a year. The full incorporation of Bohemia and Moravia in the eco- 
nomic system of the Reich occurred on October 1, 1940. This in- 
corporation merely consecrated a union achieved by “grooming" the 
Protectorate during the first eighteen and a half months of Ger- 
man occupation. This “coming of age” period made it possible for 
the Protectorate to become an integral part of the German eco- 
nomic space with no more than the promulgation of a few laws and 
measures. These comprised provisions for a clear-cut division of 
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markets between German and Czech enterprises, and the formal 
unification of tariff schedules and taxation systems. 

The industrial integration of Denmark, Norway, and Holland 
was first pursued through methods which the Germans describe as 
“discreet.” This description does not refer, of course, to the steps 
taken to control and run the shipyards and essential mines and in- 
dustries. These steps are stated to have been dictated by “military 
necessity.” But the Germans claim that they tried to be “discreet” 
in the assimilation of the peacetime enterprises of these three 
“Nordic” countries. The “discreet” attitude was adopted for two 
reasons. The first was that these countries were largely comple- 
mentary to the Reich, so that the integration of their peacetime 
industries presented no urgent or grave problem. Secondly, the Ger- 
mans apparently expected to be welcomed by their “Nordic breth- 
ren” and consequently were anxious to do nothing which might 
alienate them. 

The Nazi authorities in Denmark attempted to preserve the 
fiction of respect for the sovereignty and royal house of the coun- 
try. Consequently, all tasks of industrial integration were first en- 
trusted to the Chancery of the German Legation at Copenhagen 
and to technicians from the Reich who paid periodic “visits” to the 
Legation. This farce continued until March 8, 1941, when the 
Danish Premier finally broke the ice by saying in a public address: 
“We are for the time being a sort of protectorate.” Since that date 
the German authorities have pursued the methods devised for the 
economic incorporation of the Protectorate of Bohemia and Mo- 
ravia. 

The royal houses of Norway and Holland presented no problems 
to the Germans, because they had dared to oppose the Great Reich. 
But the Nazis have claimed that they had nothing but “deference” 
for their Norwegian and Dutch “blood brethren.” Industrial inte- 
gration was, therefore, first tried through the instrumentality of 
German Chambers of Commerce created in each of the two coun- 
tries. The scope of activity of these Chambers admittedly went 
“beyond the functions of the pure Chamber of Commerce,” but 
it was hoped that they would provide the basis for “voluntary eco- 
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nomic collaboration between leading German economic circles’ 7 
and those of Norway and Holland. 

This voluntary collaboration was apparently not as adequate as 
the Nazis had originally anticipated. The Nazis took their revenge 
by subjecting Norway to undisguised exploitation and rule by 
Reich Germans, and by entrusting unpleasant tasks to Quisling’s 
followers. The mask also had to be dropped in Holland. Toward 
the end of November, 1940, the German authorities decreed that 
the Dutch economy was to be organized on a "corporative” basis 
and on lines parallel to those of the German system. All former 
associations and groupings were dissolved. The Dutch economy 
was divided into six National Branches. These Branches are the 
same as those of the Reich and comprise industry, handicrafts, trade, 
banking, insurance, and transport. As in Germany, each National 
Branch of the Dutch economy was subdivided into Economic 
Groups and professional bodies. The functions and duties of the 
Dutch replicas of the Nazi economic system are identical with those 
of the Reich formations. 

The reorganization of the Belgian steel trust on June 21, 1940, 
constituted an important step toward the integration of Belgian 
industry in the economic system of the Reich. Steel represents a 
significant sector in the national economy of Belgium. Further, the 
steel trust was a compact body with wide ramifications in Belgian 
banks and financial companies, and in industrial enterprises en- 
gaged in the processing and manufacture of zinc, copper, lead, 
aluminum, enamel, and sulphuric acid. These industrial enter- 
prises were organized on a monopolistic basis into various syndi- 
cates. The syndicates were closely connected with the steel trust 
through interlocking directorates, and financial ties with the two 
leading banks of the country, the Societe Generale and the Bank 
of Brussels. By buying out French and British interests in the steel 
trust, the Germans acquired more or less direct control over the 
various industrial syndicates and over the important Belgian railway- 
car and foundry works which had supplied Europe with many of 
its sleeping and Pullman cars. The integration of the Belgian econ- 
omy into that of the Reich was pushed further on October 5, 1940, 
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when the German authorities placed the entire economic system on 
a "corporative” basis. The new Belgian "corporative” organization 
is literally identical in structure and functions with that of Greater 
Germany. 

A grandiose reorganization of the trade and industry of Unoccu- 
pied France in accordance with the concepts of "service” and "state 
guidance” was started by virtue of a decree, signed on August 16, 
1940, by the "Chief of the French State, Ph. Petain.” The provi- 
sions of the decree extend to the occupied zone. They have not re- 
mained a dead letter and have been applied systematically. The 
author of the decree is probably Rene Belin, formerly one of the top 
leaders of the French Labor Federation, Petain’s first Minister for 
Production and Labor, and now one of the leading State Secretaries 
of the Vichy regime. Belin had obviously made a thorough pre- 
liminary study of the Nazi system and experience from 1933 to the 
outbreak of the war, as well as of the industrial organization set up 
in the Protectorate of Bohemia and Moravia. 

The preamble to the French decree embodies a skillful French 
presentation of the relevant terms and Weltanschauung of the 
Nazi Party Program of 1920. The attempt to link the new measures 
to the 1935 Plan of the French Labor Federation and to a law of 
July 11, 1938, passed by the Third French Republic is hardly suc- 
cessful. A careful study of its provisions shows that the system en- 
visaged by the French decree is essentially a synthesis not merely of 
the Reich Estate of Trade and Industry, as prescribed in the Nazi 
law of February 27, 1934, but also of the entire Nazi mechanism of 
price, production, and wage controls evolved in the course of 1934- 
1940. This craze for the Nazi economic system has spread, inci- 
dentally, as far as Japan. The reorganization of the industrial and 
commercial system of that country undertaken toward the end of 
1940 indicates that the Japanese authorities, too, are trying to swal- 
low the Nazi system hook, line, and sinker. 

The provisions of the Vichy decree of August 16, 1940, apply to 
three big sectors of the French national economy. The first is busi- 
ness, described as having "naturally evolved into monopolistic 
forms.” This description covers practically the entire heavy industry 
of France. The second sector is industry, which suffers from a 
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shortage of raw materials, that is to say, the textile plants. The third 
sector covers the consumer goods industries. 

The first article of the decree provided for the dissolution of na- 
tional associations of employers and workers, as well as of any 
smaller groupings or associations likely to be “harmful to the good 
functioning of a branch of economic activity/ 7 This has already 
been put into effect. A decree of November 12, 1940, ordered the 
dissolution of the Confederation Generale du Travail, France's la- 
bor federation, the Confederation Generale du Patronat, the 
French equivalent of the N.A.M., the Comite des Forges, the trust 
for heavy industry, and the coal and the electrical power trusts. 

The second article of the Vichy decree provided for the estab- 
lishment of “committees of organization/' under the control of the 
Minister of Production and Labor, in each branch of commercial 
and industrial activity. One recognizes in these Committees the 
Wirtschaftsgruppen of the German Estate of Trade and Industry. 
The provisions of this second article were implemented soon after 
the dissolution of the older French organizations in November, 

1 94 °* 

The functions of the French economic bodies are somewhat 
broader than those originally assigned to the corresponding German 
bodies. The principal functions of the French Committees are to 
make a census of enterprises, their means of production and their 
resources in raw materials and man power, to draw up production 
plans, and to organize the acquisition and the sharing of essential 
raw materials and products. The Committees fix rules regulating 
competition and conditions of work and exchange, and propose to 
competent public authorities the price of products and services. 
By coercion or by persuasion they tend to reorganize all “marginal" 
enterprises in conformity with the type that is revealed to be the 
best. This is a function which had been assigned to the correspond- 
ing German bodies late in 1936. 

The composition of the French Economic Committees is de- 
termined by the Minister of Industry and Labor. The latter is per- 
sonally represented by a Commissioner who has the final say in mat- 
ters subject to dispute. No decision taken by a Committee is valid 
unless approved by the Minister of Industry 'and Labor himself. 
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The internal organization of the French Committees is, again, 
patterned after the Nazi formula. The Chairman is, in accordance 
with the "leadership principle,” solely and directly responsible for 
the conduct of his business, its shortcomings or financial insolvency. 

On September 12, 1940, the Vichy Ministry of Industry and La- 
bor was given charge of all the powers relating to the marketing 
and distribution of industrial materials and goods. Such marketing 
and distribution was entrusted to Distributing Committees, ap- 
pointed by the Minister and meeting in the presence of his repre- 
sentatives, bearing the title of Commissioners. These distributing 
bodies represent a synthesis of the German Reichsstelle and Special 
Commissioners. The Vichy regime also instituted, on November 
15, 1940, a rigid price structure as part of the general program and 
adopted measures similar to those undertaken by the German Price- 
Stop Decree of November, 1936. The most important of these meas- 
ures related to the fixing of wholesale prices for eggs, fresh vegeta- 
bles, and other domestic agricultural produce, as well as for certain 
imported foodstuffs. 

The reorganization of French industry described above represents 
the adoption of but a part of the German industrial and trade forms. 
That this reorganization constituted only a preliminary step to a 
vaster scheme, resembling in all its details the giant Reich organiza- 
tion, was made very clear by Minister Belin when explaining the 
purport of the decree of August 16, 1940. He envisaged "a complete 
professional organization of employers and workers/' This organi- 
zation is none other than the French equivalent of the German 
Labor Front and its industrial organ known as the Joint Self- 
administration of Labor and Industry. But the Vichy regime has 
apparently not been as successful in creating a French Labor Front 
as it was in establishing collaboration between French employers 
and German economic interests. Strikes and lockouts were for- 
bidden by a decree of November 13, 1940. Marshal Philippe Petain 
was also able to decree on March 29, 1941, the conversion of May 
Day, Europe's Labor Day, into the Day of the Feast of Labor and 
Social Peace. Incidentally, this day happens to be the feast day of 
the Marshal's patron saint, Philip. The French celebrate name 
days rather than birthdays. But during the first celebrations of the 
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Day of the Feast of Labor and Social Peace Ren6 Belin was unable 
to report any concrete progress in the months-old deliberations for 
the drawing up of a French Labor Charter and the creation of a 
French Labor Front. 

Soon after the Italian fiasco in Albania and Greece the technical 
authorities of the Third Reich discovered that the industrial per- 
formance of the junior Axis partner was on a par with its military 
proficiency. Consequently, they decided to take a hand in the con- 
trol and management of Italian industry. The Fascist authorities 
were helpless to oppose this because the Reich alone could deliver 
the coal which feeds Italy's industrial furnaces, its ships, locomo- 
tives, and hearths. The Germans, however, decided not to hurt the 
susceptibilities of their Fascist allies. The infiltration of the German 
industrialists and technicians into the Fascist economic system was 
therefore discreet, and followed the pattern adopted by the Wehr- 
macht in the taking over of Italy's armed forces. 

Early in 1941 the Government of the Reich invited the Italian 
Government to send experts to Berlin to discuss the use of raw ma- 
terials and kindred problems and to visit German factories and 
plants. The Italian delegation was headed by Excellency Giordani, 
President of the Institute for Industrial Reconstruction and a well- 
known chemist. The other members of the delegation included rep- 
resentatives of the Fascist Confederation of Industrialists and of 
the other interested Italian corporations, as well as some ninety in- 
dustrial technicians. The Italian delegation was composed of eight 
committees specializing in the major industrial fields. These fields 
covered electricity, machine tools, precision instruments, chemistry, 
metallurgy, optical goods, building construction, and armaments. 
This large Italian delegation held a joint session with the Germans 
in Berlin on January 15, 1941. 

Among the decisions taken was a resolution inviting the German 
confreres to visit Italy. The Germans returned the courtesy toward 
the middle of February, 1941, sending a delegation which was as all 
inclusive as the delegation which Italy had been requested to dis- 
patch to Berlin. Its composition was also identical, and it was 
headed by Paul Zimmermann, Reich Commissioner of the Metals 
Bureau. The German delegation literally scoured the country in 
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visiting Italy’s choicest factories and enterprises. There were espe- 
cially protracted visits, for instance, to the Ansaldo shipyards at 
Genoa, the Montecatini aluminum plant at Bolzano, the hydro- 
electric station at Bressanone, the Fiat automobile and aviation 
works at Turin, the armament factories at Naples, and the food and 
preserves enterprises of Sicily. 

The official press organ of the Fascist Confederation of Indus- 
trialists hailed these visits as an act of exceptional importance in 
laying the foundations of “collaboration” between German and 
Italian producers. The joint meeting held on Italian soil established 
a program for the “exchange of technical knowledge” and for “mu- 
tual research work” between the two countries. This program is 
officially stated to constitute the fundamental basis for the organi- 
zation of production both for war and peace. 
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WORK AND WAGES 


* * I I AD it not been possible for them to employ members of the 

| | inferior race which they had conquered, the Aryans would 
never have been in a position to take the first steps on the road 
which led them to a later type of Kultur. . . . Only after subju- 
gated races were employed as slaves was a similar fate allotted to 
animals. . . . The members of the inferior race became the first 
mechanical tools in the service of a growing Kultur.” This is Adolf 
Hitler's fundamental explanation for the early rise and flowering 
of the “chosen race.” 

The Nazi scheme for the attainment of world dominion by the 
“chosen race” does not diverge from this fundamental doctrine as 
it was first expounded in 1926 in the “bible” of Germandom. The 
doctrine remains the same. But in order to cover the slave nature 
of the work to be done by subjugated peoples Nazi officials employ 
a different terminology. The subjugated peoples are now politely 
referred to as Hilfsvolk — helping people or helpmates — but the 
Germans continue to call themselves the Herrenvolk — the Master 
Race. 

The Reich was wont to hire laborers from neighboring countries 
for seasonal agricultural work long before it embarked on grandiose 
military adventures. Agricultural workers from Bulgaria, Slovakia, 
and Italy came to Germany in droves to do work in the fields and to 
return soon after to their own. homes. The Central European and 
Italian peasant did menial but valuable service for the German and 
was fairly well paid for it. His presence in the Reich also offered to 
the authorities an incidental opportunity to show the representa- 
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tives of these “backward” peoples the “wonders” of the Great Ger- 
man Reich. 

With the expansion of the military might of the Reich to the 
greater part of Europe this old seasonal feature of hiring foreign 
laborers took a more extensive and permanent turn. More important 
still, the Reich stopped hiring foreign workers and adopted methods 
known as “borrowing” of Hilfsvolk to toil in Greater Germany. 
The first opportunity for such “borrowing” was offered to the Reich 
soon after the occupation of Prague in March, 1939. With the con- 
quest of Poland, toil by alien workers in Germany lost the character 
of a temporary loan and took on the nature of a compulsory and 
permanent duty. 

This development was inevitable for two reasons. First, the Reich 
could not hope to get a sufficient number of alien workers either 
by hiring or borrowing methods. The Nazi authorities realized quite 
early that few industrial laborers could be induced to go voluntarily 
to work in the Reich, even if offered very high wages. Secondly, the 
need of the Nazi economic system for additional labor was both seri- 
ous and urgent. Germany had experienced, according to official 
sources, an increasing shortage of industrial labor from as early as 
June, 1938. This shortage became particularly acute with the out- 
break of the war, when ordinary laborers were either drafted into 
the army or put to nonproductive armament work, such as con- 
structing fortifications or increasing the pace of munition produc- 
tion. German agriculture also suffered from a shortage of hands due 
both to the mobilization and to the declaration of war by the Allies. 
The British blockade made it absolutely imperative for Germany 
to increase her farm output and at the same time to save on gaso- 
line and to reserve draft animals for army work and eventually for 
food. Human hands were therefore needed to intensify food pro- 
duction beyond the peacetime levels and to make up for the new 
mechanical deficiencies. 

The military successes of the Reich brought with them large food 
and raw material supplies and industrial equipment and capacity. 
At the same time they made available to the Nazi economic ma- 
chine the flower of the manhood of conquered countries. Large 
new reserves of efficient and skilled labor could now be found not 
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only in the huge haul of war prisoners, but also among the civilian 
working population of subjugated lands. 

The prerogatives of the conqueror placed the war prisoner at the 
immediate and unrestricted disposal of the Reich. War destruction 
and disruption and the cessation of hostilities threw numberless 
workers into the labor markets of conquered countries. The con- 
queror took control both of the food supplies of the vanquished and 
of the raw materials essential to a resumption of their normal indus- 
tries and enterprises. War prisoners and civilian population alike 
became, therefore, almost entirely dependent on the will and whims 
of the occupying power. 

The total number of war prisoners taken to Germany is not 
known. French prisoners in German camps are officially stated to 
number between 1,800,000 and 2,000,000 men. War prisoners from 
Belgium account for another 300,000 to 500,000. During the Balkan 
campaigns the Germans rounded up 500,000 Jugoslav prisoners 
and some 230,000 Greek and British captives. This brings the total 
haul to at least 3,000,000 full-bodied men. 

Given the scarcity of labor in Germany there is no hesitation to 
employ war prisoners in any and every capacity. They are put to 
work on farms, mining and peacetime industries, and in domestic 
service. The German authorities are careful, however, not to employ 
war prisoners in armament factories. 

The conditions of work and pay of the prisoners of war in Ger- 
many may be illustrated by reference to the official regulations is- 
sued on October 1, 1940, with regard to the employment of prison- 
ers in the sugar industry. The German employer is required to 
supply the prisoner with free board and lodging. If board and lodg- 
ing cannot be supplied and the prisoner has to live and be fed in 
his camp, the employer remunerates the authorities of the camp at 
the rate of 1 mark per day for each employed prisoner. This is 
equivalent to 40 American cents at the official rate of exchange. 
Of the remuneration for keep paid by the employer 80 per cent, or 
32 American cents, covers the prisoner's board and 20 per cent, or 
8 American cents, goes toward his lodging. 

In addition to this board and lodging, or its money equivalent, 
the prisoner earns 2/2 marks (1 American dollar) per each working 
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day of six hours or more. When the time worked is less than the 
minimum six hours, the rate of earnings is 1 x /i marks, or 60 Ameri- 
can cents. Specially skilled prisoners earn a supplement not exceed- 
ing Vi mark, or 20 American cents, per day. No supplements are 
payable for Sunday or night work or for overtime. The daily earn- 
ings of the war prisoner, including the supplement for skill, are paid 
over to the base military camp where the prisoner is stationed. The 
total amount which the war prisoner can earn thus varies between 
2 l / 2 and 3 marks, or 1 to 1.20 dollars per day. To this may be added 
the solitary mark he receives for his board and lodging, making a 
total daily remuneration ranging from 3 1 / 2 to 4 marks, or 1.40 to 1.60 
dollars. This represents less than half of the average daily wage re- 
ceived by German skilled and unskilled workers. This ranges be- 
tween 6 and 8 marks, or 2.40 to 3.20 dollars. 

But whereas the German laborer is entitled to receive in cash and 
spend all of his earnings, the war prisoner is unable to do so. The 
German military authorities determine the proportion of his earn- 
ings which the prisoner may have in cash. The prisoner is not en- 
titled to his earnings as a matter of course or of routine. If he is a 
skilled worker he does get regularly the supplement he earns for his 
skill. This amounts to a total of Vi mark, or 20 American cents per 
day, and constitutes one sixth of his gross daily pay envelope. 

The value of the war prisoner to the Reich authorities goes be- 
yond the useful services he renders more or less free of charge to his 
captor. The war prisoners represent hostages to be held in German 
prison camps until the conclusion of a definite peace. These hos- 
tages constitute a truly terrible weapon with which Nazi Germany 
can always intimidate the civilian population of conquered lands. 
The Nazi authorities have not failed to make free use of this ter- 
rifying psychological weapon. A typical example of its use is afforded 
by an editorial of January 14, 1941, in the Paris daily L’GZuvre. The 
editorial was headed “War prisoners will have to suffer for it.” It 
discussed how the Germans could and would take it out on the 
2,000,000 French war prisoners for every act of intransigence on the 
part of the Vichy Government in regard to the Franco-German 
negotiations. 

The effectiveness of this terrible psychological weapon becomes 
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obvious when one relates the number of war prisoners to the total 
population of the subjugated lands. This may be done by reference 
to France. This country has a total population of 40,000,000* There 
are roughly four persons to each French household. But each house- 
hold in France, as elsewhere, includes a large number of immediate 
relatives and friends. If these are added to the household one gets 
an average family grouping of some twenty persons. When reduced 
to these simple terms the meaning of the 2,000,000 French war 
prisoners in German camps becomes painfully clear. The Nazis 
hold in their clutches roughly one hostage from each and every fam- 
ily living within the borders of France. 

In addition to their utility as hostages, the war prisoners offer 
Nazi Germany an opportunity to convert the flower of the youth 
of occupied lands to the National Socialist doctrine. Such indoc- 
trination seems to be the fate of most war prisoners in German 
camps. In the dispatches passed by the German censor these at- 
tempts at the conversion of the war prisoners to the Nazi doctrine 
are usually described as “studying German/' For example, the offi- 
cer in charge of a camp for French war prisoners visited by a United 
Press correspondent on December 7, 1940, explained to the cor- 
respondent that “studying German" provided “one of the most 
favored and most practical outlets for energy." This Nazi schooling 
had apparently not borne fruit because, in the words of the press 
dispatch, “the prisoners the correspondent talked with had two 
chief interests: They wanted to go home. They wanted to know 
what the United States would do." 

The distribution and employment of the labor force of con- 
quered lands have been effected through two devices long used in 
the Reich. The first was the institution of compulsory labor service. 
In France and Belgium this was done immediately after occupa- 
tion, while in the Nordic countries the process was somewhat 
slower. Denmark decreed compulsory labor service for all youths on 
October 18, 1940. In Holland the system was not set up until May 
26, 1941, when Reich Commissioner Seyss-Inquart decreed that all 
Dutch men and women between the ages of eighteen and twenty- 
five must serve six months in the newly created Netherland Labor 
Service. In Bohemia and Moravia a Legislative Decree of January 


THE SPOIL OF EUROPE 


27 2 

23, 1941, imposed compulsory labor service for all able-bodied in- 
habitants, except Germans, between the ages of eighteen and fifty . 

The second device was the establishment of labor exchanges 
for “voluntary” registration by unemployed persons for work in 
Germany. Refusal to comply with either of these German require- 
ments entails very serious repercussions. The first is the withdrawal 
of the dole card entitling the workman to unemployment compen- 
sation. But more terrible, however, is the method of refusing to 
honor the food ration cards distributed to the worker and his fam- 
ily. This refusal is not explicit or official, but takes the form of telling 
the intransigent foreign laborer that stocks of foodstuffs have been 
depleted by those who stood in line before him. 

Most unemployed workers are subjected to a thorough medical 
examination. They are then sorted out into various categories ac- 
cording to their physical fitness and technical aptitudes. Some are 
put to work on repairing war damage and on carrying out public 
works projects which do not require essential raw materials. Others 
are sent to farms in order to implement the Nazi German scheme 
for the self-sufficiency of Europe in foodstuffs and in industrial raw 
materials. The pick of the unemployed workers is reserved either for 
work on German orders in the industries and mines of occupied 
countries, or for dispatch to Germany. If the worker is marked for 
the Reich he is sent to the labor exchange, where he is examined 
further. The picked workers are given identity papers similar to the 
Arbeitsbuch (labor book) used in Germany and are then sent in 
special contingents to their destination in the Reich. 

The total number of foreign laborers working in the Reich is un- 
known because German official figures either understate this num- 
ber or do not include all categories of alien workers. Even the official 
figures, however, tell enough about the recruiting or conscripting 
of labor from occupied territories. At the beginning of the present 
war the total number of foreigners working in the Reich was put 
officially at 500,000 men. On October 27, 1940, or a year later, the 
official estimates showed a total foreign labor force of 1,600,000 
men; of this total, 500,000 are said to have been war prisoners. By 
the middle of January, 1941, or two and a half months later, the 
official estimate for the foreign labor forces engaged in work in 
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Germany jumped to 2,000,000. It was pointed out, however, that 
this figure did not include Czechs. The reason given for this exclu- 
sion is that since the incorporation of the Protectorate of Bohemia 
and Moravia into the Reich on October 1, 1940, Czech workers are 
not treated as foreigners. Of this total of 2,000,000 foreigners ad- 
mitted to be working in the Reich, 1,391,000 were engaged in agri- 
culture and 670,000 in industry. 

The Reich, however, needed more and more men. Following the 
visit of the German industrial delegation to Italy in February, 1941, 
an agreement was reached, therefore, whereby the Fascists were to 
send to the Reich a total working force of 320,000 Italians. Of this 
force 54,000 were to be made available immediately for industrial 
work, 150,000 were to be sent later, and 60,000 were required for 
the spring sowing season. This new force was in addition to 50,000 
Italians already working in the Reich. The Italian workers were 
required to go to the Reich dressed in special uniforms, and to be 
fully equipped with tools and implements. 

The Balkan campaign brought a haul of 500,000 Jugoslav pris- 
oners, of which 250,000 were sent for work in Germany. The Reich 
also recruited from the new Kingdom of Croatia a labor force of 
50,000 men, mostly skilled workers. It is not known how many of 
the 230,000 Greek and British captives have been sent to work in 
the Reich. 

By the summer of 1941 the number of foreigners acknowledged 
to be working in the Reich therefore ranged between 2,700,000 to 
3,000,000 men. This figure excludes an unknown number of highly 
skilled and valuable Czech laborers and war prisoners who do not 
work full time. 

The foreign labor force working in the Reich is more or less fully 
representative of the nationalities making up the New Order. For 
instance, the official breakup of foreign laborers working on German 
farms as of the beginning of 1941 includes Poles, Frenchmen, 
Italians, Slovaks, Hungarians, Jugoslavs, Dutch, and Flemish. 
Croats were added later. There has been no mention of Greeks. 

In the spring of 1941 the German Government declared that it 
had changed its policy with regard to the type of jobs to be assigned 
to the various foreign elements working in the Reich. It claimed 
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that work in agriculture would be entrusted almost entirely to Poles 
and other Slav elements, while Danish, Norwegian, Netherlands, 
British, French, and Belgian citizens would be assigned to mining 
and industrial enterprises. This change of policy presumably rep- 
resented an attempt to allocate work according to the order of the 
various races of Europe in the blood scheme of the Nazis. The sup- 
posed official policy is, however, not borne out by a special Copen- 
hagen dispatch to the Christian Science Monitor of March 10, 1941, 
concerning the employment of Danes, a “racial” element which 
ranks high in the Nazi blood scheme. The dispatch intimated that 
no small number of Danish workers had been assigned to street 
cleaning and other menial jobs in the city of Hamburg. These Danes 
may represent elements unduly troublesome or irksome to the Nazi 
authorities. Such elements, notably Communists and militant labor 
leaders, are usually subjected to special treatment. This consists of 
isolating and putting them to hard work. The German authorities 
tried this special treatment for the first time on Polish and Belgian 
labor leaders and other troublesome elements. They transferred un- 
desirable Belgians to Polish mines and dispatched Poles to the coal 
pits of Belgium. 

The wages of civilian foreign laborers in Germany are fixed ac- 
cording to a scale which corresponds to the “blood order” of the 
alien worker. That this is the established policy of the Nazi Reich 
is fully admitted in an article published by the official press organ 
of the German Labor Front, Monatshefte fuer N.S-Sozialpolitik, 
Nos. 19-20, 1940. The article explains that differential rates of 
wages have been established for German and Polish laborers doing 
agricultural work in the Warthegau and Danzig — West Prussia. 
The official reason given for this discrimination is “that the Ger- 
man worker is accustomed to a higher standard of living than that 
of the Polish workers.” This is a somewhat politer formulation of 
Robert Ley's famous declaration that it was “unfitting that Poles 
should presume to have the same standard of living as the Ger- 
mans.” The same article goes on to explain that the differential 
wage rate system devised for agricultural work could not be adopted 
for industry, owing to the fact that German employers preferred 
cheap Polish workers to better paid German labor. This difficulty 
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was gotten around in a simple but effective way. German em- 
ployers were required to pay Polish workers the same money 
wages as German workers, but the Reich authorities stepped in 
and decreed a special levy of 15 to 20 per cent on the daily earn- 
ings of Polish industrial workers. This levy is known as Sozialans - 
gleichsabgabe , or a tax designed to make up for the “social” (blood) 
“inferiority” of the persons on whom it is imposed. 

According to the Foreign Commerce Weekly of the United 
States Department of Commerce, Belgian workers are paid 15 to 
18 marks a week. This wage would not pay for more than just 
bare board and lodging. The German army itself charges 7 marks 
a week for the keep of an employed prisoner, and this keep repre- 
sents prison camp quarters and rations. Danish workers, on the 
other hand, are paid 60 to 65 marks a week. Their lodging is pro- 
vided free, and they can obtain their board at the cost of 1 mark 
per day, or 7 marks per week. The scale of pay for Danes is more 
nearly equal to the wages earned by German unskilled workers. 
These average about 65 marks a week. 

The longer term schemes of Nazi Germany for the organization 
of work and wages in occupied lands follow closely the pattern of 
the Reich. Greater Germany constitutes the norm both for the 
organization and regimentation of subjugated labor and for its 
working hours and scales of pay. 

Conquered countries have already adopted two features of the 
German labor scheme developed by the Nazi Party after the first 
May Day of its assumption of power. Labor federations, trade- 
unions, and other forms of organized labor have been dissolved in 
all of the occupied lands. Strikes and lockouts have also been for- 
bidden by law. 

Slowness and the absence of noteworthy results characterize the 
attempts to adopt the third and most essential feature of the Nazi 
labor scheme. This is the remolding of the nation's labor force ac- 
cording to Nazi prescriptions into a single Labor Front and its in- 
dustrial subsidiary, the Joint Self-administration of Labor and In- 
dustry. 

There are three reasons for the slowness in imposing this essen- 
tial part of the Nazi labor scheme. The first is that the Reich has 
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been and will be able to satisfy its own labor needs and those of 
the foreign enterprises working on German orders by measures 
tantamount to conscription or forced labor. As long as the Reich 
controls the sources and distribution of food the subjugated laborer 
has no alternative except to work when and where ordered. But or- 
ganizing the workers of conquered nations according to Nazi con- 
ceptions is a different matter. The traditions, training, and educa- 
tion of the industrial workers of western Europe run too strongly 
counter to Nazi conceptions. These workers are also more militant, 
or less docile, than their German confreres. The Nazis and their 
foreign henchmen cannot afford to unduly antagonize the entire 
labor force of western Europe. Without at least the quiescence of 
this labor force the New Europe would have to be organized as a 
prison camp. That would entail too many chores for the new mas- 
ters, and would hardly expedite their ever-growing ambitions. 

An equally important reason for the slowness of Nazi schemes to 
organize the labor of subjugated lands according to their concep- 
tions is the inadequacy of the puppet Nazi Parties. The entire 
scheme of the German Labor Front and its industrial organ, the 
Joint Self-administration of Labor and Industry, is based on the 
existence of a strong Nazi Party. It is true that the Nazi Party had 
only some 1,500,000 members when it assumed power in Germany 
in January, 1933. But the Nazis had polled 44 per cent of the 40 
million votes cast in the 1932 elections, and had the important 
backing of the industrial, military, and bureaucratic cliques of Ger- 
many. More important still, the Nazi Party and its methods were 
unknown and untried in 1933. The situation was the reverse of this 
after the German armies overran the greater part of Europe. 

The Nazi Party and its scheme has, therefore, to be imposed 
from above. That is an inevitably slow process, and there are not 
enough local Nazis to go around. For example, before the German 
invasion the total membership of the Nasjonal Sammling, the Nor- 
wegian Nazi Party, was around 10,000. Even if one assumed a 500 
per cent increase in this membership since the invasion, the total 
number of Norwegian Nazis would still hardly reach 1 Vi per cent 
of the population of Noway. The relative strength of the stanch 
and "pure” local Nazi Parties in other occupied lands is probably 
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similar. Both the number and the trustworthiness of the local Nazis 
will have to increase considerably before the Reich authorities can 
create replicas of their Labor Front and its industrial organ, the 
Joint Self-administration of Labor and Industry. 

In Germany these two organizations honeycomb the entire terri- 
torial, occupational, economic, and social structure of the country. 
Trustworthy Nazis hold all key positions from the central body of 
the Estate of Trade and Industry right down to the smallest organi- 
zational units, the factory cells and blocks of the Labor Front. The 
present strength of the puppet Nazi Parties in occupied countries 
is probably just adequate to cover the central organization of the 
Nazi labor scheme. The Reich authorities will, therefore, be obliged 
either to add to the number and trustworthiness of the puppet 
Nazi Parties, or to devise non-German schemes for the organization 
and regimentation of the working class of the subjugated lands. 

No such difficulties have faced the German authorities in their 
efforts to regulate the hours of work and the scales of pay of the 
labor of conquered nations. Nazi measures in this field have been 
uniform, and have comprised an increase in the basic working week 
and an augmentation or reduction of wage rates according as the 
scale of pay in the occupied countries was lower or higher than that 
of the Reich. These features of the Nazi scheme may be illustrated 
by reference to the measures imposed on the Protectorate of Bo- 
hemia and Moravia, where the blueprint for the aggrandizement of 
Germany was first tried out. Action taken in other occupied terri- 
tories has not deviated in a noteworthy fashion from the principles 
as applied to the former Republic of Czecho-Slovakia. 

The average working week of the industrial laborer in demo- 
cratic Czecho-Slovakia had ranged between 32 and 40 hours. With 
the occupation of Prague in March, 1939, the basic working week 
decreed by the Germans was raised to 48 hours. On the outbreak of 
the war, according to German official sources, Czech workers “were 
given the opportunity to increase their incomes by working over- 
time up to 60 hours" a week. Similar action was taken in Norway, 
where working time is officially reported to be “at least 48 hours a 
week." 

The Vichy regime has also followed Nazi prescriptions by de- 
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creeing on March 30, 1941, an increase in the basic working week 
of 40 hours enjoyed under the Third Republic to a new basis of 48 
hours. Provisions have also been made calling for an increase of the 
working week to 54 hours, “in case of necessity.” In decreeing these 
substantial increases in the working hours of French labor the 
Vichy authorities appear to have been inspired not by economic 
considerations as much as by the necessity of keeping industrial 
labor “out of mischief.” The Vichy authorities have repeatedly 
complained about the lack of employment openings and have been 
hard put to devise public works projects which would absorb the 
masses thrown out of work by the devastations and dislocations of 
war and by the Nazi schemes for the agricultural and industrial re- 
organization of Europe. 

In Bohemia and Moravia the Reich authorities also undertook 
a thorough revision of all wage scales. A minimum wage was intro- 
duced for workers in nearly all branches of industry. Money wages 
in the Republic of Czechoslovakia had been appreciably lower 
than those of the Reich. Such, however, was not the case with real 
wages, which were probably at least equal to those of Germany. 
The Czech cost of living, as measured by the price of the essentials 
of subsistence, was some 30 per cent lower than that of the Reich at 
the time of the entry of the German troops in Prague. 

The Nazi authorities were determined to bring about an equaliza- 
tion of wage rates between the Protectorate and the Reich as a 
preparatory step to the outright incorporation of Bohemia and Mo- 
ravia in the German economic system. For this purpose it was neces- 
sary that the Czechs should not enjoy a competitive monetary 
advantage over their German confreres. In December, 1939, there- 
fore, wages and salaries were raised by decree by 2 to 20 per cent. 
The decrees aimed at creating a greater wage uniformity not only as 
between the Protectorate and the Reich but also within the Pro- 
tectorate itself. In the textile establishments, which had formerly 
paid the highest wages, the scale of pay was raised 1 5 per cent, while 
in enterprises which had paid the lowest wages the scale of earnings 
was boosted by as much as 60 per cent. 

This equalization of internal wage scales was characterized by 
one interesting feature. It so “happened” that the decreed wage 
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increases were least for classes of workers belonging to labor unions 
and were more than appreciable in the case of all unorganized work- 
ers. This feature of Nazi wage policy may be interpreted in one of 
two ways. The Nazis contend that the old wage rates of organized 
labor were “economic” owing to the bargaining power of labor 
unions, while those of unorganized labor were “uneconomically” 
low. An equally plausible explanation, however, is that Nazi wage 
policy aims more at gaining political support than it does at righting 
abuses and equalizing incomes. (This explanation would also seem 
to cover the steps taken by the Vichy regime on May 30, 1941, to 
increase wages in the lowest brackets by 125 to 250 francs a month.) 

The December, 1939, decrees and other measures which fol- 
lowed them brought about an average increase of 30 per cent in 
the wage and salary scales of the Protectorate of Bohemia and 
Moravia. But the rise in monetary incomes was not accompanied 
by an improvement in the standard of living of the recipients. This 
was precisely what the German authorities intended. Their policy 
was double edged. It sought to bring about an increase in money 
incomes at the same time that it induced a corresponding rise in 
prices. This double-edged policy was openly formulated by Reichs- 
minister Funk in his speech of July 26, 1940, on the economic foun- 
dations of a German Europe when he said: “Price levels will have 
to be approximated to the German level.” This process of simul- 
taneous expansion of incomes and prices came to an end when both 
Czech income and price levels attained equality with those of the 
Reich. 

The Czech worker was no better off than when the Nazi experi- 
ment began. The official cost of living index registered a rise of 20 
per cent, while the prices of commodities which do not go into this 
index rose more sharply. The Czech worker's higher monetary in- 
come did not yield him a better standard of life. In fact, there is 
good reason to believe that his standard of living deteriorated. The 
rationing of food and other necessities was introduced on the out- 
break of the war, or six months after the occupation of Prague. 
Further, the economic incorporation of the Protectorate in the 
Reich on October 1, 1940, brought with it the same dues, fees, and 
contributions as are collected from the workers of Nazi Germany. 
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These range from obligatory payments for accident, sickness, unem- 
ployment, and old-age insurance to semiobligatory contributions 
to Party collections, Winter Help, Youth Help, Red Cross, and so 
forth. 

The level of French wages and prices had also been below that 
prevailing in the Reich. With the occupation of the country by 
Germany, both prices and wages experienced a rise sufficient to 
make them catch up with the level of German prices and wages. 
This rise was brought about, however, by a process differing from 
that tried in Bohemia and Moravia. In the case of France the Ger- 
man authorities relied on another expedient to bring about an 
equalization of prices and wages to those of the Reich. This was the 
generous and indiscriminate spending of the money collected from 
the French Government and people in the form of so-called costs 
of occupation, fines, and other recurrent charges. 

The Nazi prescription for an equalization of wage levels toward 
the norm of the Reich has been extended even to poor agricultural 
countries like Hungary. In October, 1940, the Hungarian Govern- 
ment decreed an arbitrary increase of 7 per cent in all wage rates. 
A decree of May 1, 1941, brought about a further increase of 8 per 
cent in all wages. This total increase of 15 per cent in Hungarian 
wage rates was hardly adequate to make up for the rise in prices and 
the cost of living which followed large German purchases of Hun- 
garian products. 

Countries having a higher wage level than the Reich are subjected 
to equally stringent measures, but in a different direction. Wage 
rates in Norway, for example, were appreciably higher than in 
Greater Germany. An equalization of the wage and price levels of 
Norway to those of the Reich is therefore being brought about by a 
reduction of Norwegian wages and prices. This simple principle has 
been unambiguously formulated by Carlo Otte, leader of the Chief 
Economic Division attached to the Reichskommissar in Norway. 
Writing on October 18, 1940, Gauwirtschaftsberater Doktor Carlo 
Otte said: “Through the lowering of prices, of real wages, and 
thereby of the living standards, it is hoped that the co-ordination 
of the Norwegian economy in the European Economic Order will 
one day be achieved.” 
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A uniformity of prices and wages throughout the New Order 
should not be taken to mean that remuneration and compensation 
are to be on an equalitarian basis. Pay and standards of living are 
to be graded according to the status of the various races of Europe 
in the immutable Nazi ''blood hierarchy.” The device for such 
grading exists. It is the Sozialausgleichsabgabe , or the special levy 
of 15 to 20 per cent imposed on the incomes of Jews and Poles as 
a charge to compensate for their “inferiority” in the Nazi blood 
scheme. 

As the serfs of the Middle Ages paid a tenth of their produce as 
tithe, so the Hilfsvolk of the New Order are forced to contribute 
more than one sixth of their money earnings as Sozialausgleichsab- 
gabe — the levy on the accident of birth. 


BERLIN AS EUROPE’S FOREIGN 
TRADE CENTER 



"We are going to do business solely on the 
basis of German advantage . . . . And no 
American or British interests are going to put 
a stop to our way of doing business ” Adolf 
Hitler , February 24, 1 941. 


T HE Nazi-German scheme for control and regimentation of the 
foreign trade of conquered and dominated countries com- 
prises three broad groups of measures. The first relates to the trade 
relations of conquered or dominated nations with the Reich. The 
second group regulates the commercial transactions of these nations 
with countries other than the Reich. Measures aiming at a reduc- 
tion or removal of trade and exchange control barriers between the 
occupied countries and Germany constitute the final part of the 
Nazi scheme for the organization of the commerce of a New 
Europe. 

Until May, 1940, Germany pursued a “normal” policy in her 
trade relationships with European countries. While still in the 
throes of preparing for war, and consequently short of labor, ma- 
terials, and transport facilities, the Reich tried hard to make prompt 
deliveries on export orders and to obtain needed foreign raw mate- 
rials in exchange for her own products. This continued to be done 
even in the face of a general tendency on the part of countries ex- 
porting to Germany to realize as speedily as possible on their credit 
balances, mostly clearing claims, in Berlin. In view of the efforts of 
the Allies to divert trade away from Germany and of the threat of 
the exporting countries to discontinue or slow up deliveries, the 
Reich had no other choice than to allow the liquidation of blocked 
balances in Berlin through maintaining German deliveries. 
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With the success of the Scandinavian and Flanders campaigns, 
German trade policy for Europe changed suddenly and perceptibly 
in several directions. The substance of this change was Germany's 
decision to seriously cut down and even stop her deliveries to domi- 
nated countries, and to obtain from these countries needed goods 
and services by other “legitimate" means. These means are distinct 
from and additional to requisitioning and other “military" methods 
of acquiring needed supplies for the Reich. 

The “normal expedients" resorted to in order to implement the 
new trade policy of the Reich are legion. In the monetary field one 
observes a general tendency to make the products of the Reich more 
expensive, while those of dominated areas are kept unchanged in 
their value. This tendency is best manifested in the steps taken to 
increase the exchange value of the Reichsmark “in conformity" 
with its position as the “leading currency of Europe." Another mani- 
festation is the raising of the prices of German products directly. 
This has been done for iron and steel, coal, and all other essential 
products over which the Reich has assumed monopolistic control. 
Being in a dominating position, Germany is able to impose these 
higher prices, while insisting that the prices of her imports remain 
the same or are not raised to the same degree. 

The trend toward a reduction and cessation of subsidies for Ger- 
man exports, one of the expedients resorted to in the past in order 
to overcome the overvaluation or arbitrary dearness of the Reichs- 
mark, is another facet of the policy of increasing the value of Ger- 
man products. Similar results have been achieved also through one- 
sided reductions in customs barriers. Thus, on September 21, 1940, 
German goods entering France, Occupied and Unoccupied, and 
her colonies were generally granted minimum tariffs, while French 
goods entering the Reich received no corresponding benefits. It 
should also be recorded that the Vichy measure of that date ac- 
corded a very special reduction in duties on table and kitchen porce- 
lain wares, and tea and coffee services, manufactured in Germany. 
When it is remembered that France has long been a world-famous 
manufacturer both of fine china — Sevres, Limoges, and so forth — 
and of peasant-type tableware such as Quimper, this sardonic Ger- 
man move will be seen to constitute a modern version of the tradi- 
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tional saying, “carrying coals to Newcastle.” The quality of its 
humor aside, the measure affords Germany an opportunity to create 
“additional” exports and to encourage the continuance of this Ger- 
man handicraft. 

Equally significant, however, are the measures taken to reduce the 
necessity of exporting for the purpose of paying for imports. The 
principal form which these measures have taken has been pressure 
on dominated countries to deliver goods on credit. The expedient 
of inducing countries to pile up balances in Berlin and then placing 
restrictions to the liquidation of these balances is not new. But since 
May, 1940, it would seem to have been pushed to incredible lengths. 
This may be illustrated by reference to developments in the nomi- 
nally sovereign State of Denmark. 

Denmark, together with most of the other countries trading with 
Germany, systematically reduced its clearing balances in Berlin in 
the. early part of the war because it feared default on, or a complete 
freezing of, such balances. In fact, by April, 1940, or just before the 
German invasion, Denmark owed Germany some 20 million crowns 
on her clearing account. With the Nazi occupation, the process was 
reversed. According to a statement by the Danish Minister of Com- 
merce made in the middle of August, 1940, the Reich succeeded 
during the first four months of occupation in accumulating a clear- 
ing debt toward Denmark amounting to 800 million crowns, or 
154 million dollars. At this rate of accumulation Germany’s clear- 
ing debt to Denmark should have reached, by the end of 1940, an 
equivalent of 1,500 million crowns, or 290 million dollars. That this 
is a staggering sum for Denmark is suggested by the fact that the 
aggregate of Danish normal exports in 1938 totaled only 1,551 
million crowns. In other words, the Nazis would have “borrowed” 
during the first eight months of their occupation the equivalent of 
Denmark’s exports to all the countries of the world. 

It is also obvious that Germany does not intend to, and cannot, 
liquidate these debts to Denmark through “normal” methods. Den- 
mark's imports from Germany have averaged around 400 million 
crowns a year. Even if the Reich were to maintain the old level of 
her deliveries to Denmark, and to use all the new expedients for 
raising the value of her goods, she still would owe Denmark some- 
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thing in the neighborhood of 1,000 million crowns, or 190 million 
dollars, for the first eight months of occupation alone. Apart from 
relatively small amounts liquidated through trade with third coun- 
tries, the remaining uncleared balances will have to await settle- 
ment until a general reshuffle at an eventual “peace conference.” 

The situation in the other countries of Europe would seem to be 
analogous to that of Denmark. The Germans have not, of course, 
divulged full details regarding these practices. Their prevalence 
throughout the Continent of Europe is, however, confirmed by 
two symptomatic and reliable pieces of evidence. The first of these 
is an announcement in the leading German daily, the Frankfurter 
Zeitung, of September 21, 1940, regarding Belgium. This stated that 
the Belgium Ministry of Finance had been authorized to assume 
guarantee vis-a-vis the Belgian Bank of Issue for the outpayment of 
balances held by Belgian persons and companies with the German 
Conversion Office in Berlin. These balances amounted to 1,000 
million Belgian francs. The Geiman daily declared that. this pro- 
cedure was necessitated by “the fact that the present position of 
commercial exchange between Germany and Belgium does not 
permit the hope of an early transfer of payments made in Berlin to 
the credit of Belgian exporters.” 

There were no balances outstanding in the Belgian-German 
clearing before the Nazi invasion of the Low Countries. The sum 
of 1,000 million francs, or 33 million dollars, must, therefore, repre- 
sent the value of “normal” imports of Belgian products for the 
period between the invasion and early September, or in the course 
of the first three months of occupation. These unpaid German im- 
ports have been at a rate which is at least twice as high as that of 
the former level of paid-for imports of Germany from Belgium. The 
exports of the Belgo-Luxembourg Customs Union to the Reich 
aggregated 2,654 m ihion francs for the entire year of 1938. As in the 
case of Denmark, the balances to the account of Belgium with the 
German Conversion Office will presumably be settled at an eventual 
“peace conference.” 

The widespread character of German trade “borrowing” and of 
the one-way commercial traffic was confirmed in the course of a 
speech delivered early in April, 1941, in Sweden by the head of 
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German trade delegation, Paul Walter. This speech led to the dis- 
closure of the fact that the Great Reich was seriously behind sched- 
ule in her coke and coal deliveries to Sweden despite her control 
of all the coal deposits of Europe. Paul Walter had come to Sweden 
in order to deliver this message: “Countries politically against us 
cannot expect a generous commercial policy from our side ” 

The second part of the Nazi scheme for the organization of the 
commerce of a New Europe comprises measures regulating the 
trade relations of the German-dominated nations with each other 
and with countries other than the Reich. The intentions of Nazi 
Germany in this sphere have been made abundantly clear by Reichs- 
minister Funk in his speech of July 26, 1940, on the Economic Re- 
organization of Europe, and by Reichsbank Vice-President Puhl, 
a specialist on clearing questions, in various articles and declara- 
tions. The system envisaged is an extension of the German clearing 
mechanism into a multilateral European clearing system. The Ger- 
man Clearing Office (Die Deutsche Verrechnungskasse) is to act 
as the principal clearinghouse, and Berlin is to occupy the position 
of the monetary, banking, and trade, as well as transport, center of 
Europe. 

The German clearing system, though cumbersome and compli- 
cated as a mechanism of foreign trade, is essentially simple in its 
guiding principles and directives. It calls for a complete and highly 
centralized organization of domestic importers and exporters. The 
actual processes of trade and transport remain unchanged, but the 
channels for the conduct and payment of foreign trade transactions 
are radically different from those of the liberal trade system. The 
State itself conducts trade negotiations with foreign countries. But 
whereas the liberal States negotiate only the general framework of 
foreign commercial transactions, the totalitarian regimes determine 
even the smallest details of what and how much is to be imported 
and exported. 

These regimes also centralize all payments arising out of foreign 
trade. The individual exporters and importers are not allowed direct 
financial transactions with foreign customers. The importer pays 
for the goods he receives in his own currency into a special account 
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with his own central bank. This account is known as the clearing 
account. Sometimes there are many such accounts, corresponding 
to various categories of trade transactions and to different rates of 
exchange applied to them. The exporter also does not receive any 
money directly from his foreign customer. He is paid for his exports 
by his own central bank in his own currency. The money paid out 
by the central bank is drawn from the account into which the im- 
porter paid for goods received from the foreign country in question. 
Thus, each central bank, or its agency, offsets what it pays out to 
its own exporters against the amounts received from its own im- 
porters. 

The clearing agreements concluded between any set of two coun- 
tries specify both the nature of the goods to be exchanged and the 
total money value of this exchange. It is usually provided that over 
a period, such as a year, the value of imports shall be equal to the 
value of exports. But when it comes to closing the books it is often 
found that one of the parties has imported more, or exported less, 
than was originally agreed. The resulting debit balance is known as 
a clearing debt when referring to the country which has not exported 
the agreed quota, or as a clearing credit when speaking of the coun- 
try which has fulfilled its part of the bargain. The resulting clearing 
balances are usually not settled in gold or other valuables. The 
debtor country merely inscribes in its books a credit in favor of the 
other country. When a new clearing agreement is negotiated the 
debtor country undertakes to import less or to export more than it 
did under the previous agreement. 

The multilateral European clearing system envisaged by the 
Nazis is merely an extension of the bilateral system to cover all of 
the countries occupied or dominated by the Reich. Instead of set- 
tling through their own central banks, as under the bilateral sys- 
tem, the Nazi scheme requires that the dominated countries settle 
through Berlin. Each country, therefore, has to keep an account 
with the German Clearing Office, and has to make all inpayments 
and outpayments for foreign trade and debt transactions through 
the same Office. This dispenses with the necessity of revising clear- 
ing agreements constantly and having to equalize trade. The ac- 
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counts kept with the German Clearing Office are thus given a status 
similar to that of gold or of balances in a widely accepted cur- 
rency such as the American dollar or the pound sterling. 

The Reich derives three concrete advantages from this multi- 
lateral clearing scheme. First, the Reichsmark becomes the key cur- 
rency and has its value enhanced thereby. Secondly, the occupied 
countries have to buy German currency to keep an account with the 
Clearing Office. They do this by giving the Reich valuable goods 
and services or assets. What they obtain in exchange does not cost 
the Reich anything; the latter merely inscribes a credit on its books 
in favor of the occupied countries. These credits never have to be 
honored in German goods or assets for an obvious reason. They con- 
stitute the cash reserves of the parties to the multilateral clearing 
agreement, and such reserves have to be maintained all the time. 
Thirdly, the keeping of reserves and the transactions connected 
with the transfers of credits from the account of one country to that 
of another constitute “services” for which the Reich can and does 
charge fees. The Nazis hope that these easy banking “services” will 
bring Germany a lucrative income comparable to, and perhaps ex- 
ceeding, that earned by the City of London in its capacity as the 
world’s financial and trade center. 

Its position as Europe’s banking and trade center offers the Reich' 
the possibility of increasing its imports without having to pay for 
them with its own products. The Reichsmark having become a key 
curren.cy, inscriptions of credits in the books of the Reich take the 
form of the export of German products. The greater the number of 
countries adhering to the multilateral clearing scheme, the larger 
become the opportunities of the Reich to settle for its imports in 
this inexpensive form. Germany can always “persuade” its partners 
to keep adding to their Reichsmark balances. Nazi authorities have 
ordained that the Reichsmark shall take the place of gold. The con- 
quered countries had been in the habit of accumulating large hoards 
of gold against a “rainy day.” There is no reason, the Nazis will 
argue, why these countries should discontinue this prudent and 
thrifty habit now that they have a currency “at least as good as gold.” 

The multilateral clearing scheme also permits the Reich to con- 
trol and supervise both the flow and the direction of Europe’s for- 


BERLIN AS FOREIGN TRADE CENTER 289 

eign trade. This advantage is implicit in any such scheme, but the 
German authorities have made certain of it by appropriating them- 
selves the prerogative of negotiating all commercial agreements for 
the account of conquered or dominated countries. Such a preroga- 
tive strengthens enormously the bargaining powers of the Reich in 
political as well as commercial negotiations with the rest of the 
world. 

The envisaged scheme of a multilateral European clearing sys- 
tem is already in process of realization in most of the areas under 
Nazi-German occupation. A beginning was made as early as July 
21, 1940, when the Reich concluded a new clearing agreement with 
Hungary. The old agreement was extended in order to comprise 
Hungary's trade with the Gouvernment General of Poland, Bel- 
gium, Netherlands, Denmark, and Noway. Every trade payment 
under this agreement passes through Berlin. Since that date further 
steps have been taken in the same direction. By “agreement" with 
officials in the Netherlands, the German Government in Berlin 
now conducts negotiations for Dutch trade and payments with 
other countries. Germany has extended her clearing agreements 
with Denmark and Belgium as well as with Italy, Switzerland, Fin- 
land, Greece, Sweden, Hungary, and Jugoslavia in order to cover 
the trade of these countries with the Netherlands. The Reich Minis- 
try for Economic Affairs has set up quotas for Dutch imports from 
countries other than Germany, and for Dutch exports to these coun- 
tries. 

Identical arrangements have been made with respect to the for- 
eign trade of Belgium with each and all of the countries covered by 
the German scheme for the Netherlands. The foreign trade and 
payments of Norway also pass through Berlin. The arrangements 
made for this country, however, provide for a severely restricted 
amount of trade, and for a more limited number of trading part- 
ners, namely, Italy, Slovakia, Denmark, Switzerland, Hungary, and 
Greece. The German Government has assumed the right to con- 
duct negotiations for the account of Rumania. This right covers 
both commercial and political agreements. Premier Antonescu an- 
nounced publicly on March 8, 1941, that all agreements with for- 
eign countries must “be considered and accepted by the Fuehrer 
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and the Duce and Marshal Hermann Goering and accepted in- 
tegrally.” 

There has also been a tendency to instruct the occupied coun- 
tries to bill their exports in Reichsmarks rather than in their own 
currencies. Similar instructions have been given to certain groups 
of German exporters who had been in the habit of billing their ex- 
ports in readily convertible currencies. Both these measures are ob- 
vious corollaries of the ordained status of the Reichsmark as “the 
leading currency of Europe.” 

Denmark was allowed to retain only nominally sovereign rights 
with respect to the conduct of her trade negotiations. These nego- 
tiations were at first conducted under the supervision of the chan- 
cery of the German Legation in Copenhagen, but were later cen- 
tered in Berlin. 

The Vichy regime has also been permitted to enjoy the same type 
of “sovereignty” as Denmark in the conduct of her trade negotia- 
tions with countries not directly under Axis control. The French 
clearing agreement concluded with Switzerland on November 16, 
1940, contained, therefore, no provisions regarding settlement 
through Berlin. The French economic agreement of December, 
1940, with Belgium, on the other hand, calls for the settlement of 
all trade and debt claims through the German Clearing Office. 
These differences, however, are largely nominal. The German au- 
thorities exercise complete control over all exchange and banking 
transactions in the occupied zone, and through this control extend 
their supervision to Unoccupied France as well. It has also been re- 
ported that the Reich has obtained the right to supervise the cus- 
toms frontiers of Unoccupied France through the agency of Ger- 
man officials. 

The foreign trade of European countries not occupied or directly 
dominated by the Reich is also subject to effective though discreet 
German control. This control is exercised by virtue of the Reich’s 
dominant position in the transportation system, essential raw ma- 
terials, and trade transactions of the Continent of Europe. The 
methods used for bringing the foreign trade of nominally independ- 
ent countries within the Nazi scheme may be illustrated by refer- 
ence to the experience of Switzerland and Sweden. Both these coun- 
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tries are surrounded either by the Axis or its new dependencies, and 
are largely dependent on the Reich for essentials like transit traffic, 
coal, and sometimes food supplies. 

Swiss foreign trade was brought within the control of the Reich 
by a decree of the German Government dated August 30, 1940. The 
provisions of this decree are simple. They stipulate that Swiss mer- 
chandise and manufacturers cannot go through Germany or Ger- 
man-occupied territory unless specifically authorized by the Reich 
Government. Swiss exporters or authorities are required to obtain 
special German permits for individual or collective consignments. 
The special permits are known as Geleitscheine , and are like the 
navicerts issued by British authorities to authorize the passage of 
goods through the English naval blockade. The Geleitscheine are 
issued by German consular officials in Switzerland. Swiss transit 
through Italy was controlled by the adoption of a similar system by 
the Fascist Government. 

The Reich makes an equally effective use of her position as Eu- 
rope's foreign trader in order to bring nominally independent coun- 
tries within the Nazi multilateral clearing scheme. This is done 
discreetly through three-cornered arrangements. The Reich itself 
concludes a trade agreement with the nominally independent coun- 
try and arranges for the simultaneous negotiation of a similar agree- 
ment between a dependency and the independent country. Through 
this device the Reich assumes a central position in the trade rela- 
tions between the dependency on the one hand and the independent 
country on the other. A good illustration of this device is afforded 
by the trade treaties of July, 1940, between Sweden, Denmark, and 
Germany. Denmark concluded a “separate" clearing agreement 
with Sweden. At the same time Germany negotiated “separately" 
and “independently" a new clearing arrangement with Sweden. The 
result was a trilateral Danish-German-Swedish clearing. This three- 
cornered arrangement does not belong to the multilateral clearing 
system proper. Payments are made directly, on a bilateral basis and 
not over a Berlin clearing office. But the effect of the arrangement 
is the same because it permitted Germany to settle part of her clear- 
ing debt to Denmark through her (Germany's) clearing credit with 
Sweden. 
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The situation prior to the new agreements was the following. 
Germany owed money to Denmark, while Sweden was Germany's 
debtor. But Denmark owed Sweden considerable sums, both for 
trade and debt service. A partial liquidation of the various accounts 
of the three countries was arranged without the exchange of any 
money in the process. Germany made a partial payment to Den- 
mark in the form of a draft on her credit balances in Sweden. Den- 
mark, in turn, used the proceeds of this German draft to pay off 
Danish debts owing to Sweden and to buy badly needed Swedish 
merchandise. 

The Nazi scheme for the monopolization and regimentation of 
the foreign trade of Europe has been applied rapidly and effectively. 
By the end of 1940 sixteen European countries had been enrolled 
as full members or as indirect participants in the Reich's multi- 
lateral clearing system. These members or participants comprised 
most of the countries of Continental Europe, namely, the Gouvern- 
ment General of Poland, Norway, Holland, Belgium, France, Ru- 
mania, Denmark, Italy, Slovakia, Hungary, Jugoslavia, Greece, Bul- 
garia, Sweden, Switzerland, and Finland. 

The military campaigns of the spring of 1941 increased direct 
membership; former indirect participants, like Rumania, Bulgaria, 
Jugoslavia, and Greece, became full members of the Reich's multi- 
lateral clearing system. Spain and Portugal have been allowed to 
remain outside the system for obvious tactical reasons. Direct or in- 
direct participation by Spain would have invoked a rigorous applica- 
tion of the British naval blockade and would have deprived that 
country of the products and financial assistance of the Western 
Hemisphere. Portugal has been left alone for the same reasons. 

The multilateral clearing system is but a preparatory step to the 
final phase of the Nazi scheme. This phase comprises three consecu- 
tive stages. The first is a gradual reduction of trade and exchange 
control barriers, and is followed by a complete removal of such 
barriers. These two stages precede the consummate step, the inte- 
gral incorporation of the occupied country into the German eco- 
nomic system. The Nazi scheme spurns simple devices like the 
Zollverein — customs union — because, in the words of the Frank- 
furter Zeitung, such devices represent “outmoded methods of eco- 
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nomic co-ordination/' Nazi economic co-ordination is simple or 
complex according to the differences which separate the economic 
system of the occupied country from that of the Reich. In this re- 
spect Holland and Czecho-Slovakia constitute two extremes. Nazi 
techniques may, therefore, be adequately illustrated by referring to 
the measures undertaken to complete the economic absorption of 
both countries. 

Holland's economy was relatively simple in its structure and could 
be fitted neatly and easily into the economic system of the Reich. 
Dutch economic activity did' not compete with that of Germany, 
but largely complemented it. Holland's agricultural and dairy farm- 
ing constituted an invaluable addition to the economy of the Reich, 
both for peace and war purposes. The adjustments required to ab- 
sorb directly Dutch fields and dairy farms were few. The Dutch had 
merely to be told to convert pasture into arable land, and to turn 
their tulip fields into gardens for raising vegetables and delicacies 
needed by the Reich. These adjustments constituted no loss for the 
Reich. The milk and dairy produce of the pasture lands had been 
exported mainly to England, and tulips and other bulbs had served 
to beautify the flower gardens of the Anglo-Saxon world. 

Holland's mines and industries were largely complementary to 
those of the Reich. The German economic system needed more 
coal, and the Nazi navy could well afford additional shipyards. 
Dutch margarine factories were also a valuable asset. There was no 
obvious or urgent need for Holland's textile plants or for the large 
Philips works specializing in the production of radios and incan- 
descent lamps. But both these branches of Dutch activity were at- 
tended to by the simple device of reducing their productive capacity 
so as not to compete with the Reich. This device released skilled 
labor needed in the Reich, in the expanding coal production and 
shipbuilding of Holland, and in the new Dutch farms. The stand- 
ard of living admittedly deteriorated thereby, but the Nazi authori- 
ties have not failed to point out since the beginning of their con- 
quest that Holland had been living “too well." 

The incorporation of Holland into the German economic system 
was rapid. Exchange restrictions were considerably relaxed on Oc- 
tober 30, 1940, and were finally swept away on April 6, 1941. The 


THE SPOIL OF EUROPE 


294 

abolition of exchange control worked almost exclusively in Ger- 
many's favor for two reasons. The Reich was a heavy debtor of 
Holland on trade and capital account. German citizens and com- 
panies could therefore “repay” their debts in Reichsmarks without 
having to consult Dutch authorities about rates and terms. Simi- 
larly, German purchases of stock in Dutch industrial and commer- 
cial enterprises were also facilitated thereby. The Reich did not 
have to fear any adverse consequences from large Dutch holdings 
of German currency because the uses to which this currency could 
be put were severely restricted for Germans and Dutchmen alike. 

Holland's agriculture, dairy farming, and industry were molded 
into a corporative organization identical to that of the Reich in 
November, 1940. Tariff barriers between the two countries were 
virtually abolished a month later. 

The problems arising from the economic structure and relations 
of Czecho-Slovakia were decidedly more complex than those con- 
nected with Holland. The former Republic was a highly industrial- 
ized country, largely competitive with Germany, and it occupied a 
key position in the economic life of Central Europe. The successive 
partitions of the country at the Munich Conference, in March, 
1939, and subsequently had greatly added to the economic difficul- 
ties and dislocations of the remnants of the former Republic of 
Czecho-Slovakia. The incorporation of the Protectorate of Bohemia 
and Moravia into the Reich became an inevitably slow, painful, and 
highly complex process. 

Article 9 of the constituent law of the Protectorate of Bohemia 
and Moravia of March 16, 1939, had stipulated that “the Protec- 
torate belongs to the Customs territory of the German Reich, and 
is subject to the Reich's Customs Authority.” This stipulation was 
to have been an accomplished fact on April 1, 1940, or a year and 
two weeks after its promulgation. The act of formal incorporation 
of the Protectorate into “the Customs territory of the German 
Reich” was successively put off until eighteen and a half months 
after the occupation of Prague. The law finally took “effect” on 
October 1, 1940. In the course of this period Czech currency, cen- 
tral banking, commercial banks and credit institutions, agriculture, 
and industry had been thoroughly “groomed” to become part of 
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the “economic space” of the Great German Reich. The Act of 
October 1, 1940, merely consecrated an already existing union. It 
also provided an occasion, first, to proclaim publicly certain eco- 
nomic agreements that had been reached during the period of the 
Protectorate's “coming of age,” and, secondly, to put finishing 
touches to minor matters such as tariff, schedules, and taxes. 

The broad provisions of the economic agreements and arrange- 
ments concluded prior to the incorporation and divulged on that 
occasion fall under ten distinct headings. The following summary 
of these provisions shows inter alia the extent to which the Czech 
economic system had to be kept in a strait jacket even after the 
proclamation of “full economic union.” 

1. The markets of the Protectorate and of Slovakia were reserved 
for the Protectorate's manufacturers, while those of the Old Reich 
remained the domain of German manufacturers. 

2. It was agreed that the Austrian market was to be supplied in 
respect to certain important goods in common by the industries of 
both the Reich and the Protectorate. 

3. The markets of the Sudetenland were in many instances re- 
served to Sudeten factories. In certain cases a market could be sup- 
plied by the Protectorate in exchange for the latter allowing Sudeten 
factories to supply the Protectorate's market. 

4. Provisions were made for unilateral or reciprocal quotas for 
sales in each other's territory by the industries of the Protectorate 
and the Reich. These quotas are fixed for definite periods of time 
and are based on deliveries in 1937. 

5. Detailed agreements on prices were reached with the full ap- 
proval of the Price Control authorities. These fall into three groups. 

(a) Undertakings by both parties that they will adjust their prices 
to common levels for purposes of sales in each other's market. 

(b) Reciprocal undertakings to abstain from or curtail the advertis- 
ing of certain products in the other market, (c) An agreement on 
the part of Protectorate manufacturers to adhere to the Reich price 
cartels, unions, and other understandings so as to render superfluous 
detailed measures for “market protection.” 

6. It was provided that joint cartels were to be formed at a later 
stage, when it would be possible to revise temporary arrangements 
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and to arrive at a more permanent form of distribution of markets. 

7. “In order to save raw materials,” Protectorate manufacturers 
agreed to seriously curtail the production of certain goods. 

8. Agreements to protect the “export” of raw materials were also 
reached. Reich manufacturers undertook not to purchase in the 
Protectorate raw materials needed by the local producers. 

9. It was agreed to make a joint request to the authorities to 
eliminate differences in such taxes as affect costs of production, such 
as turnover and excise taxes. 

10. Wage differentials had been largely eliminated as a result of 
increases in the wage levels of the Protectorate averaging some 30 
per cent. It was decided to ask for further “adjustments” if either 
party found that such adjustments were necessary to bring about 
“a more equal basis for competition.” 

The Reich and Protectorate authorities supplemented the above 
“private” arrangements by decreeing a large number of measures 
which put finishing touches to the “co-ordination” of the institu- 
tional and juridical framework of Bohemia and Moravia. In con- 
formity with the request of the industrial groups (point 9 above), 
Reich laws governing excise, turnover, and slaughter taxes were in- 
troduced in the Protectorate. A Reich revenue office was installed 
to collect these taxes as well as customs duties. The agricultural 
marketing scheme of the Reich (Reichsstellen) was extended to 
cover the Protectorate. Finally, the customs regulations and tariffs 
of the Reich were applied to the Protectorate. The old scheme 
whereby Berlin merely “supervised” the trade agreements of the 
Protectorate was abandoned, and the Reich assumed sole and di- 
rect responsibility for all such agreements. In applying its own 
customs tariff, the Reich undertook to protect the special interests 
of the Protectorate during a period of “transition.” Reductions in 
the German statutory duties to those formerly in application in the 
Protectorate were to be allowed on the indispensable imports of 
the Protectorate from non-German sources until such time as the 
industries of Bohemia and Moravia could “adjust” themselves to 
the “new conditions.” 

The new trade agreements for the Protectorate have to be labeled 
in Reichsmarks. The rate of conversion for the purpose of paying 
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Czech exporters and importers was allowed to remain at 1 crown = 
0.10 Reichsmark, or the rate fixed on the date of the occupation of 
Prague. The old foreign exchange rates of the crown for currencies 
other than the Reichsmark, which had been left unchanged during 
the first eighteen months of the Protectorate's existence, were abol- 
ished. These rates have to be determined through Berlin. Thus, 
the “foreign value" of the crown was appreciated from its old level 
of $1 = 29.25 crowns to $1 — 25 crowns, or the cross rate deter- 
mined on the basis of the official dollar-Reichsmark and crown- 
Reichsmark rates. It was provided that the exporters of the Pro- 
tectorate were to be compensated for a time for the exchange loss 
of 4.25 crowns on the dollar. These currency arrangements were, 
however, of purely internal significance. For all external purposes, 
the Czech crown was reduced to a status analogous to that of coins 
in the monetary circulation of an independent sovereign State. 

In other respects, the Protectorate of Bohemia and Moravia was 
allowed to retain its separate “autonomous" status. That is to say, 
the Protectorate was prevented from contaminating the Reich by 
becoming an integral part of it. Special permits are still necessary 
for travel in and out of the Protectorate, and the borders separating 
the Reich from the Protectorate continue to be closely guarded 
by the German police force. 

The act of customs union completes the cycle of Nazi economic 
conquest which begins with the regulation of exchanges and ends 
with the complete and systematic integration of all the facets and 
sectors of the economic life of Conquered nations into the Great 
Reich. 


22 . "TWO WORLDS ARE IN 

CONFLICT” 


“ Two worlds are in conflict, two philoso- 
phies of life . . . one of these two worlds 
must break asunder Adolf Hitler , December 
10, 1940. 


ftDOLF HITLER'S early dreams have come true. He is the mas- 
of Europe. The Continent is being molded according to the 
conceptions and aspirations of Nazi visionaries. Its lands, ship- 
yards, factories, and peoples are in the exclusive service of the 
"chosen race." 

But the cornerstone, the veritable axis around which Adolf Hitler 
spun his dreams and devised his schemes, is missing. This corner- 
stone has been and will continue to be England: her backing, her 
friendship, or at the very least her neutrality. Despite the speeches 
on both sides, despite the ruthless war itself, Hitler never wanted 
to make direct conquest of England and her Empire. Nor did he 
intend to invade the British Isles, because such an invasion would 
have meant a certain end to his larger dreams. The Fuehrer wanted 
and needed peace, so that he might consolidate his hold on Europe 
and perfect his preparations for the next objective. When his peace 
offer was refused by the British Government he tried to bring 
about a change in this government through total siege against the 
British Isles and by heavy bombardment. Hitler has made, and 
will continue to make, every effort to negotiate the peace he so 
desperately needs. He cannot afford to invade the heart of the 
British Empire as a conqueror. If he tries this course, it will mean 
that Adolf Hitler is convinced of the imminence and inevitability 
of his own downfall. Such a complete frustration of his ambitions 
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will be accompanied not by a simple invasion alone, but by the 
wanton opening of the floodgates of hell itself. 

This may sound fantastic after nearly two years of war, destruc- 
tion, and bloodshed. Yet it is an elementary truth which has not 
seen the light of day because of a persistent failing on the part of 
the enemies of Nazi Germany. These have viewed the problems 
facing the Third Reich largely from their personal and particular 
angle, as if they were their own problems and capable of solution 
in their own special way. This is obviously a wrong approach. Eng- 
land is Germany 7 s primordial problem. The problem must, there- 
fore, be appraised in relation to the views, interests, and aspirations 
of the Nazis themselves. The destiny of the Third Reich is in the 
hands of the Nazis and they can be relied on to know and do what 
best serves their own ambitions. 

When Hitler originally spun his dreams of world conquest in 
the prison fortress of Landsberg he saw clearly that England con- 
stituted the foundation stone of his edifice. England was obviously 
necessary to the resurgence of Germany from the position assigned 
to her under the Versailles Treaty. Germany also could not hope 
to rearm and gain a place in the sun except with British acquiescence 
or backing. 

England and the British Empire constituted the most powerful 
political unit in Europe and in the entire world. Hitler therefore 
could not aspire to establish his hegemony over Europe except by 
the tacit consent of this world power, or by lulling it to sleep before 
each of the successive steps necessary to the realization of his 
Continental scheme. Hitler, however, regarded England as a mari- 
time power. His whole scheme and method of approach, there- 
fore, revolved around this conception. No efforts were spared to 
win the British over to the Continental scheme by allaying their 
suspicions and by not challenging their special preserve, dominion 
over the seas. 

The Nazi attitude was not motivated solely by the desire to use 
England's friendship or acquiescence to disintegrate Europe, to 
crush France, and to establish a Continental dominion. Equally 
important was the Nazi sentiment or ideological feeling that Eng- 
land essentially belonged to the Teutonic race, and that it conse- 
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quently fitted naturally and neatly into the Germanic scheme. 
Being Teutonic, she belonged to the supreme Nordic racial family. 
How natural, therefore, thought the Nazis, that the German ter- 
restrial forces should march arm in arm with the British naval forces 
in the conquest of the world. The insular nature of English tem- 
perament was counted upon to play its part in the consummation 
of this joint adventure. It was hoped that the British would realize 
only too late the fact that modem forces based on land are superior 
to the best of naval weapons. Such a tardy realization would, ac- 
cording to Nazi calculations, then induce the British to accept the 
lesser role assigned to them in the Germanic scheme. This lesser 
role was, in their view, only “natural” because it corresponded to 
the “inferiority” of English blood in the immutable Nazi blood 
hierarchy. 

For a long time everything worked as originally foreseen and 
planned for. Germany threw off the “fetters” of the Versailles 
Treaty with the connivance of the British, or at least with their 
tacit assent. The Reich undertook a monster armament program 
without seriously arousing the British to the potential dangers of 
this program for them. Hitler signed a naval treaty with England 
in 1935 with that end in view. He accepted a definitely inferior 
maritime role in the hope of allaying such latent suspicions as 
there were among those controlling the destiny of the British Em- 
pire. The Fuehrer had calculated correctly again. The Nazi propa- 
ganda machine played up with equal success the great services of 
Hitler as the bulwark against the spread of Communism to Eu- 
rope. The English ruling classes were also hoodwinked into accept- 
ing the incorporation of Austria as nothing more than a union of 
brothers long and unjustly separated. They were even induced to 
assist in the disruption of Czecho-Slovakia, a veritable fortress es- 
sential to the rudimentary military protection of Europe against 
German domination. 

The Nazis were no less audacious or successful in the final step 
to the establishment of hegemony over Europe. The political and 
moral disintegration of France was accomplished under the very 
eyes of the supposed ally across the English Channel. The disunity 
of the French people and the corruption and venality of some of 
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its leaders aided and abetted Nazi Germany at least as much as 
England's slumber. 

The long-planned-for isolation and disruption of France was 
consecrated in the treaty of nonaggression signed by von Ribben- 
trop and Georges Bonnet on December 8, 1938. This treaty ap- 
parently deceived not only Georges Bonnet and the British, but also 
the astute former French ambassador to Berlin, Francois Poncet. 
The official French Yellow Book, published shortly after the out- 
break of the war, contains dispatches which show simultaneously 
both the astuteness and the credulity of the man who negotiated 
for the supposed foundation stone of an eternal Franco-German 
friendship. 

When Hitler decided in September, 1939, to finally implement 
the totality of his scheme, he and his advisers were firmly convinced 
that England could not and would not move. The cards had been 
heavily stacked against her through the conclusion of the treaty 
with Soviet Russia in August, 1939. Further, the Nazis would not 
believe that England, despite her formal obligations, could go to 
war over a mere trifle, a German invasion of Slavic Poland. That 
they were not far wrong has since been abundantly demonstrated 
by Sir Nevile Henderson's Failure of a Mission and the important 
documents contained in the French Yellow Book. These show 
that the political leaders of the Allied countries made desperate 
efforts to avert the war and to do Hitler's bidding even after the 
German armies had overrun Poland. But the Nazis and their un- 
witting allies had made their first serious blunder. They had failed 
to take full account of one important factor, the moral revolt and 
disgust of the masses of England and France against further con- 
cessions to Nazi Germany. In September, 1939, it became clear 
that no Chamberlain, Daladier, or Bonnet could ever succeed in 
making his people swallow another Munich, this time at the ex- 
pense of Poland. 

The leaders of the Third Reich, however, remained unconvinced 
and unperturbed. As soon as the Polish campaign was over, Hitler 
turned around and made his “generous" and “honorable" peace 
offer of October, 1939. When this was turned down by the British 
Government, the Fuehrer and his advisers were frankly surprised 


THE SPOIL OF EUROPE 


302 

and disappointed. But they persevered in their efforts to win over 
the British Empire to the essential place assigned to it in the 
grandiose Nazi scheme. Peace overtures were made again in the 
early months of 1940 through two principal channels, the first of 
them being the European bishops who had convoked a conference 
in Holland, and the second, the monarchs of the Scandinavian 
countries and of Holland and Belgium. King Leopold of Belgium 
was in a specially favored position to act as go-between, both 
through his sister’s marriage to the crown prince of Italy and 
through the weighty authority he exercised in high Catholic circles. 

When these peace overtures failed the Nazis took direct action, 
first to cover their flanks and then to consolidate their hold on the 
entire Continent. The Scandinavian and Flanders campaigns fol- 
lowed. The evacuation at Dunkerque and the French capitulation 
in the historic Forest of Compiegne again raised Nazi hopes. They 
thought they had England in their hands and saw the imminent 
and full fruition of their carefully thought-out scheme. Adolf Hit- 
ler ‘again stretched out his “open hand/ 5 ’ but the English refused 
to grasp it. 

This refusal constituted the second serious breakdown of Hit- 
ler’s scheme. He had long planned for and desperately needed Eng- 
land’s alliance, or at least her neutrality. Without this he could 
never hope to consolidate his European dominion and to make 
minute and careful preparations for the next objective. Peace with 
England and the preservation of an intact British Empire were of 
paramount importance to his step-by-step approach to the ulti- 
mate goal. Hitler was not daunted. He had no choice but to con- 
tinue to make desperate efforts to bring the English “voluntarily” 
into his scheme of things. 

Why does England constitute the cornerstone of the grandiose 
scheme of Adolf Hitler? The vital significance of England to Ger- 
many does not lie, at least in the immediate future, in her threat 
to the Continental hegemony of the Third Reich, nor in the British 
maritime blockade. Germany considered herself as fairly secure in 
her European saddle in July, 1940, and continues to do so. The 
resources at the disposal of the Third Reich, or available to it over 
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land routes, are adequate to sustain the Continental hegemony 
and to permit its consolidation. England and her Empire present, 
therefore, a longer range problem. To understand the nature of 
this problem one must consider in detail and objectively the alterna- 
tive approaches open to Germany in July, 1940, and subsequently. 
The problem has to be appraised on the basis of the point of view 
and special interests of the leaders of the Third Reich. 

Theoretically, Germany may be said to have had three alterna- 
tive approaches to the problem of England and the British Em- 
pire. The leaders of the Third Reich had to choose between an 
armed truce, an invasion, and a negotiated settlement. 

The first choice would have entailed the leaving of England and 
the Empire more or less alone, and the concentration of German- 
dom's entire strength on the building up of a European dominion. 
The approach through an armed truce was, however, excluded from 
the outset for a very simple reason. A hostile England able to arm 
herself and to form coalitions obviously could not promote Ger- 
many's immediate or future interests. 

The second alternative was that of invading the British Isles. 
The merits, of this course can be properly assessed only in relation 
to those of the third alternative, an enforced or negotiated settle- 
ment which would secure either the neutrality or the friendship of 
an intact British Empire. Such an assessment of the two alternatives 
was doubtless made by the man who controls the destiny of the 
Third Reich. There is little in Hitler's past writings or actions which 
suggests anything other than shrewdness and a meticulous weigh- 
ing of the pros and cons of any step in relation to its contribution 
to Germandom's ultimate aim. 

It is obvious that the alternative of invasion would have been 
adopted if it had been thought that it would contribute greater 
advantages than the approach through a negotiated settlement. 
What were the reasons which militated against the course of in- 
vasion? These are to be found principally in the conditions essen- 
tial to a successful invasion by the Third Reich. 

From the German point of view, an invasion attempt would 
have been counted a failure if it had been followed by cither or 
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both of two consequences, the precipitation of a Soviet move 
toward the West or the disintegration of the British Empire. The 
latter condition required that the invasion be such as not to im- 
pair seriously the principal links of the Empire, notably the British 
Navy and merchant marine. A direct or an indirect control over 
the major part of Britain's sea power was indispensable if Germany 
was to become the undisputed heir to England's far-flung assets and 
possessions. Germany is and will continue to be essentially a land 
power. The sea strength of her Italian ally had never been con- 
sidered adequate for tasks beyond European and African waters, 
not even by the Fascists themselves. 

An invasion that could not fulfill the preceding conditions would 
have constituted a Pyrrhic victory for Germany. The advantages 
gained thereby would have been essentially three: the elimination 
of England's challenge to German Continental hegemony, the dis- 
appearance of Britain's blockade, and the banishing of the night- 
mare of an Anglo-Saxon alliance or a plurilateral coalition against 
Germany. The first two results were not considered of vital or im- 
mediate importance to Germany. The nightmare of coalitions and 
alliances was real. But the Nazi Realpolitiker dismissed the prob- 
ability of a coalition between the Anglo-Saxons, Russians, and 
Japanese because he had provided against it. The alliances with 
Soviet Russia and Japan had been concluded with that end in view. 
Further, even the imminence of an Anglo-Saxon alliance was seri- 
ously questioned. The Fuehrer himself had written in Mein Kampf 
that North America was rotten to the core, and that its passion to 
amass dollars would preclude it from ever intervening in European 
affairs again. His closest advisers, including Colin Ross, the Ameri- 
can “specialist,” had written and said that this Continent would 
be an easy prey to pecuniary bait and to propaganda. 

On the other hand, a fight to the finish for English soil had nu- 
merous and weighty disadvantages for the Third Reich. Of these, 
the loss of German life was the least significant. If the objective 
justified it, the Nazi mind would regard such a loss as a heroic and 
glorious contribution to Germandom's greatness. (The reckless 
disregard for German life has been strikingly illustrated in the as- 


“two worlds are in conflict” 305 

sault on Crete.) Far more serious was considered the resultant 
weakening of the Reich's armed strength relative to Soviet Rus- 
sia and other powers, and the absence of concrete gains from a dis- 
integration of the British Empire. 

A full-fledged battle for England would have crippled a major 
part of the British Navy and would have forced the flight of sea- 
going units to Canada or the United States. The English mer- 
chant marine, except for vessels in European and African waters, 
would have been interned in foreign ports. Some of these vessels 
could, no doubt, have been recovered by the familiar methods of 
holding families as hostages or by threats against smaller coun- 
tries harboring British vessels. But the Third Reich could not en- 
force her claims against the bigger countries or those outside the 
reach of her economic and political threats. 

Germany would have been in an analogous situation with regard 
to British assets in areas outside Europe and Africa. A significant 
part of such assets would have been seized, “nationalized," or 
blocked. Her predicament with regard to British possessions would 
have been equally serious. Germany could not prevent Canada and 
the West Indies from falling under the sway of the United States. 
She would have been unable to stop Japan's seizure of British pos- 
sessions in the Pacific. She would have been equally ineffective 
against a Soviet decision to incorporate the Middle East and 
India. 

The Axis, it is true, might have fallen heir to the British Isles 
and to the African parts of the British Empire. But it should be 
obvious to anyone that the United Kingdom is a dead- weight lia- 
bility without her navy, merchant marine, and overseas assets and 
territories. These provide her food, the raw materials for her fac- 
tories, and the export orders on which her economy is based. The 
British parts of Africa might also have turned into barren lands 
on immediate and outright possession by the Axis. South Africa's 
gold mines would have become practically valueless through a 
cessation of gold purchases by the United States, practically the 
sole market for the yellow metal. Egypt's cotton and Africa's wool 
would be a poor consolation set against the textile fibers produced 
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in the Western Hemisphere. Southern Rhodesia's copper would 
have constituted no boon. The copper mines of the Belgian Congo 
covered pressing requirements and could have been had for the ask- 
ing in any amicable settlement. 

A relatively rapid and harmless invasion being impracticable, 
Germany's own interests dictated resort to the third alternative, 
an enforced or negotiated settlement with England. This alterna- 
tive had the additional advantage of being fully consonant with 
Nazi ideology and schemes. 

But the Reich obviously could not wait indefinitely for the nego- 
tiation of a settlement. Such waiting would have meant falling back 
on the first alternative of an armed truce which was fraught with 
serious dangers for Germany. The Reich was obliged, therefore, to 
try to hasten or enforce a settlement by direct and devious devices. 
The object of Germany's total efforts was to wear down British 
resistance, reduce productive capacity and the supply of overseas 
products, induce incidents which implied an imminent breakup 
of the Empire and its alliances, and otherwise help to create the 
impression on the part of the British masses that a continuation of 
the struggle was senseless. 

Nazi leaders reasoned that a total siege against the “comfort- 
loving" British population would bring about the desired result 
in a matter of months. An essential part in this siege was the in- 
stitution of an increasingly tight counterblockade. Though unable 
to break the British blockade against the Continent, Germany was 
in a position to render the approaches to the British Isles increas- 
ingly hazardous. The eastern coast of England had been almost 
entirely closed to shipping soon after the capitulation of France. 
The approaches via the Channel and the southern, or St. George's, 
end of the Irish Sea had become increasingly dangerous since the 
German occupation of the French coastline and of the Channel 
Islands. The northern end of the Irish Sea remained practically 
the sole safe access to England. This narrow end, it was thought, 
could be rendered daily more dangerous by constant aerial attacks 
on ships and harbors. Home supplies and production were also to 
be seriously curtailed by bombardment from the air of factories 
and transport facilities. Owing to the geographical distribution of 
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her industries and her superior antiaircraft defense, fear of British 
retaliation did not constitute a serious check for Germany. 

Britain could also be worn out by being obliged to spread her 
efforts over her far-flung territories. Campaigns in the Mediter- 
ranean and Africa could be used to bleed her and to serve as an 
object lesson of a possible disruption of the British Empire and 
English alliances. As anti-British outbursts or measures in Japan or 
elsewhere served the same end German diplomacy could intensify 
its efforts in fomenting, encouraging, or abetting such develop- 
ments. 

The increasing hardships of existence and work in the Isles, and 
the psychosis of being isolated, abandoned, or disrupted, would 
be supplemented by the cultivation of sentiments of suspicion, 
despair, and futility. This was, of course, the task of the compli- 
cated machinery of espionage, fifth columns, and radio. Through 
these multifarious processes German leaders hoped to convince the 
British masses of the impossibility of offense, the futility of a policy 
of defense, and the inevitability or desirability of a settlement with 
Germany. 

The terms of a settlement to be concluded with an amenable 
British Government which would emerge from a successful total 
siege were to be as "honorable ' 7 and as "satisfactory 77 as those of- 
fered during the siege. The reason for this is not to be found in any 
inherent streak of generosity on the part of Germany's leaders, but 
merely in the fact that such terms best serve Germandom's own 
interests. 

A more or less intact and strictly neutral British Empire could 
serve those interests adequately until Germany had fully prepared 
herself for the next big objective. Even a benevolent neutrality is 
not necessary to this end. A neutral British Empire would permit 
Germany to create her European dominion undisturbed and with 
the use of the resources of the world, and to lay the foundation for 
her extra-European objectives. The lack of threats from her mari- 
time flank would enable the Reich to disintegrate the USSR. 
Neutral British territories in the Middle East, the Mediterranean, 
or Africa would not only hem in Russia, but would also serve as 
a guarantee against the emergence of a strong Latin Union likely 
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to challenge Germandom's Continental hegemony. The retention 
of English possessions in the Pacific would serve to continue and 
to extend the supremacy of the white race in the East. 

British possessions, assets, and connections in Latin America 
would permit easy access to, or infiltration in, that Continent. More 
important still, the preservation of the British Empire would allay 
the suspicions of the United States, steer her away from vigilance 
and defense preparations, perhaps even permit the use of her in- 
stitutions and resources to further Germandom's cause. In short, 
the British Empire could well be used as a steppingstone for the at- 
tainment of the successive goals of the leaders of the Third Reich. 

The political agreement to be signed with an amenable British 
Government would embody essentially the various aspects of the 
twofold principle of the land supremacy of Germany and the mari- 
time supremacy of England. Britain would have to recognize Ger- 
many's Continental hegemony and the principle of a free hand in 
her European and “land" policy. The Reich, on the other hand, 
would acquiesce in English overseas supremacy and would “pledge" 
her might as a guarantee of the British Empire. 

The economic terms of the envisaged Anglo-German settle- 
ment would be essentially an extension of the political provisions. 
They would embody guarantees for Germany's free access to the 
raw materials of the British Empire. While providing for Ger- 
many's preponderance and the inclusion of minor powers, the eco- 
nomic settlement would lay down a division of world markets be- 
tween the Great Reich and England. A model for the accord on 
world markets already exists. This is the agreement concluded at 
Diisseldorf in March, 1939, between the Reichsgruppe Industrie 
and the Federation of British Industries. Both groups were official 
bodies, and the agreement was sponsored by the Reich and Cham- 
berlain Governments. 

The actual terms of the Diisseldorf agreement have never been 
divulged, but its broad principles have been fairly explicitly set 
forth in a joint public declaration issued on that occasion by the 
two bodies. Though the general purpose of the agreement is stated 
to be merely the elimination of “unwholesome competition” be- 
tween the two countries, its true aim is far broader. This is “the pro- 
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motion of international trade on a solid, progressive and profitable 
basis” with a view to “an increase in the world consumption of 
those products in which German and British industries are inter- 
ested.” As the Reich Government, of which the Reichsgruppe In- 
dustrie is an integral part, had declared repeatedly that it will not 
return to “outmoded” trading methods, the new “solid, progres- 
sive and profitable basis” could be achieved only by Great Britain's 
adopting Germany's system. The first step in this direction was to 
be the conclusion, under the aegis of the two central bodies, of 
agreements between the individual industries of the two countries. 
This was to be followed by an “integration” of German and British 
industries along the lines first adopted in the Third Reich and later 
imposed on the conquered countries of Europe. 

This has been the grandiose Nazi scheme. The capitulation of 
France in June, 1940, and the consequent German domination of 
the Continent of Europe reinforced rather than weakened its 
cogency and the urgency of its realization. Developments in the 
following twelve months showed up even more glaringly the in- 
dispensable nature of the one and only course open to the rulers 
of the Third Reich with regard to England. Winston Churchill 
saw through the Nazi scheme as early as 1935 when he first began 
to warn his countrymen and their rulers. He spiked the scheme 
when he flatly turned down Hitler's so-called peace offers. This 
grandiose Nazi plan and its implications and Winston Churchill's 
firm stand doubtless were at the back of President Roosevelt's mind 
when he confidently asserted in January, 1941, that Adolf Hitler 
could not and would not win this war. 

But Adolf Hitler has never shown any proneness to commit 
suicide. His peasant background led him always to persevere in the 
only path -which could lead to his salvation. He therefore decided to 
implement his scheme of enforcing a negotiated peace with Eng- 
land. The full fury of Nazi propaganda was unleashed. But it was 
not directed against the English people , for whom Goebbels had 
nothing but fair words and honeyed promises. The propaganda 
machine blasted instead the “Jewish intriguers” of the City of Lon- 
don, the “decadent” ruling aristocracy, and Winston Churchill. 
Adolf Hitler himself directed several speeches against the stanch 
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leader of the British people. This was not accidental. Hitler had 
once before hurled his invective at another leader who had seen 
through his schemes and was about to spike them. He was Eduard 
Benes, the last president of free Czecho-Slovakia. This psycho- 
logical weapon, which had wrought dissension and disintegration 
in Europe and had succeeded in unseating Dr. Benes, failed to 
work in England. 

The inhabitants of the British Isles, therefore, had to be given 
an object lesson. Their fairest cities were subjected to furious and 
indiscriminate bombardment. The English showed that they could 
take that too. 

The Balkan and African campaigns, the intrigues in the Far 
East, Matsuoka's visit to Berlin, the revolt in Iraq, and the assault 
on Crete were all part of the same technique. They were designed 
to bleed England, to confuse and discourage her, and to induce her 
to fulfill “voluntarily” her assigned role in the Fuehrer's grandiose 
plan. Hitler and his advisers knew well that the war could not be 
won in the Balkans, Crete, and Africa. The Japanese were equally 
aware that the Nazis harbored no charitable designs toward them. 
Despite all the professions of faith and alliances, Hitler did not press 
seriously the cession of French Indo-China, an area essential to a 
Japanese assault on Singapore. He did not withdraw his aid to 
Generalissimo Chiang Kai-shek. The Fuehrer had provided the 
Chunking Government with war booty and materials collected in 
Poland, and had not entirely deprived that government of the 
benefit of German technicians and advisers. 

The English retained their calm through it all. The German 
naval counterblockade and the aerial bombardment of harbors and 
other transport facilities wreaked havoc but did not “soften up” 
the British sufficiently. 

But Hitler persevered. An audacious and desperate gamble fol- 
lowed. Rudolf Hess landed in Scotland on May 10, 1941, the 
anniversary of the first day of the Flanders campaign. Hess did not 
make the long and perilous flight to the Duke of Hamilton's estate 
because of his love for England or his hatred of Soviet Russia. 
From the prison days of Landsberg in 1923 to May 10, 1941, Rudolf 
Hess had shared the Fuehrer's most intimate moments and had 
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been his most trusted follower. He had condoned the purge of 
June, 1934, and had been a party to the conclusion of the treaty 
with Soviet Russia in August, 1939. Rudolf Hess, as the Deputy 
Fuehrer of the Nazi Party and the No. 3 man of the Reich, was the 
logical choice for this desperate mission. Adolf Hitler could not 
offer a better gage. Marshal Goering was second in line for the 
succession and might have been chosen for the mission. But the 
Marshal was in active and essential military service; besides, he was 
neither the Fuehrer's most intimate friend nor among the most 
trusted and beloved members of the Nazi Party. The temperament, 
the mind, and entire life of Rudolf Hess militated against his fly- 
ing to Scotland except for one purpose. This was to prevent the 
consummation of events which were leading to the inexorable end 
of his Fuehrer. 

Rudolf Hess undertook his peace mission not only on the an- 
niversary of the Flanders campaign, but also at a time of important 
developments in the United States. The Nazi nightmare of an 
alliance of English-speaking peoples was beginning to take on an 
ominous aspect. The speech of President Roosevelt in Charlottes- 
ville in June, 1940, left the Nazis unimpressed despite its clear 
warning that the United States had assumed the role of the arsenal 
of the democracies. The meanderings attendant on the presidential 
elections tended to confirm their impressions. The destroyer deal 
was also too insignificant in itself to be regarded as a true danger 
signal. 

But with the fireside chat of January, 1941, the temper of the 
American people began to rise. The polls of public opinion showed 
it. German leaders follow these polls just as they do those conducted 
by the Nazi Party in the Third Reich. Their agents in the United 
States no doubt had also sized up the situation. By the beginning 
of May, 1941, the temper of American public opinion was begin- 
ning to run high. This development was anticipated correctly. 
Rudolf Hess undertook his trip just two weeks prior to the con- 
summation of American public opinion in President Roosevelt's 
historic address of May 27, 1941. In this address the President of 
the United States took a final stand when he declared: “We do 
not accept, and will not permit, this Nazi 'shape of things to 
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come/ It will never be forced on us, if we act in this present crisis 
with the wisdom and the courage which have distinguished our 
country in all the crises of the past/' 

This final and clear stand was followed by immediate and con- 
crete action, the Proclamation of May 27, 1941, putting the coun- 
try on the basis of “an unlimited national emergency/' The procla- 
mation sounded Adolf Hitler s death knell because it unleashed 
the unequaled and largely untapped human and material resources 
of the United States against those of Nazi Europe. The Fuehrer 
and his advisers know better than their adversaries that not all the 
lands, the resources, and the peoples of Europe and Africa can 
stand up to a United States working feverishly and ceaselessly. 

Even more ominous than the unleashing of the unequaled re- 
sources of the United States was the threat of an open American 
declaration of war on Nazi Germany. Such a declaration would 
have disrupted the Nazi hold on Europe and would have rallied the 
major powers of the world against the Great Reich. The sinking 
of the Robin Moor on May 21, 1941, by a Nazi submarine was not 
an isolated incident. It constituted a step taken deliberately with 
the object of testing the seriousness of the threat of an open 
American declaration of war. This test did not produce the same 
manifestation as the sinking of the Lusitania . But, despite the 
calm with which both the American public and the United States 
Government took the incident, all the signs pointed to the out- 
break of a serious storm. The Nazis did not mistake or underrate 
these signs and their portent for their grandiose schemes. And the 
warning before the storm, or the penultimate step to an official 
declaration of war, came in an unmistakable form. On June 20, 
1941, President Roosevelt addressed to Congress a strong message 
on the sinking of the Robin Moor which ended with the ominous 
words: “We are not yielding and we do not propose to yield/' The 
President of the United States proceeded forthwith to incorporate 
the substance of his message to Congress in a formal, stiff note 
addressed to the Government of the Third Reich. 

The Nazis acted with lightning speed. On June 22, 1941, they 
turned and declared war on the Soviet Union. This step was a de- 
liberate gamble but was nevertheless well worth taking. The Nazi 
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masters could not lose as much thereby as they would have from 
an American declaration of war and from the uniting of the world 
against them. Besides, there was an even chance that the gamble 
might prove successful. The success which the Nazis sought in their 
onslaughts on Russia was of a twofold character. 

First, the Nazis desired to prevent thereby the cohesion of the 
world against them. In other words, they sought to disrupt and di- 
vide their enemies and future victims, particularly in the Anglo- 
Saxon world. An actual onslaught against Communist, “heathen,” 
and “ultrarevolutionary” Russia was ideally suited for this pur- 
pose. Hitler had used the technique of threatening such an on- 
slaught with great success in the past. It had served him well in 
entrenching himself in Germany, and in lulling to sleep most of 
his future victims in Europe. The probabilities were that an actual 
attack on Communist Russia, even in the adverse circumstances 
of the day, would be crowned with equally brilliant successes. 

The immediate reception of the German declaration of a “holy” 
war on Russia showed that the Nazis were not entirely mistaken in 
their calculations. It is true that Winston Churchill and the United 
States Government refused to be taken in by the new bait offered 
by the Nazis, just as they had not fallen for the peace offer brought 
over by Rudolf Hess on May 10, 1941. His Holiness Pope Pius XII 
also withheld his support of the Nazi Swasticade in his world-wide 
broadcast of June 29, 1941. But the Russian campaign was not 
without psychological and material benefits to the Nazis. First and 
foremost, it averted an immediate and open declaration of war 
by the United States, and prevented a full rallying of all forces 
against the Reich. Secondly, it served to further entrench the Nazis 
and their puppet regimes in Europe. Finland entered the German 
orbit, apparently of her own volition. Sweden made her first open 
submission to the Reich on the occasion of the “crusade” against 
Russia. The leaders of the Nazi legionnaire States in Europe were 
saved from the embarrassment in which they had been placed by 
the German-Russian treaty of August, 1939. These leaders were 
delighted to be able to break off relations with the USSR, declare 
war on the Soviets and on their own Communists, and to organize 
or bless battalions of “Crusaders.” 
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But Nazi calculations went beyond the purely psychological suc- 
cesses which they expected to reap from the campaign against 
Soviet Russia. Even if these successes did not materialize, the 
strategists of the Third Reich counted on the possibility of more 
material benefits from a war on the USSR. The most important of 
the expected benefits was the elimination of the ever-present threat 
of the Russian armed forces along the extensive frontiers of Ger- 
man Europe. The Reich could never feel absolutely secure in her 
European saddle as long as Soviet Russia remained in a position 
to take the offensive against the Nazis. The removal of this prob- 
ability was, therefore, a military necessity for the Reich, particu- 
larly if it were to be forced into a long war by the consummation 
of an aggressive Anglo-Saxon alliance. To achieve this purpose the 
Reich can content itself with breaking the offensive power of the 
USSR and forcing the Russians out of Europe into the lands be- 
hind the Ural mountains. Such a relatively limited military cam- 
paign was foreseen and provided for in Mein Kampf. 

It is also probable that the Nazis expected certain economic 
benefits to accompany the accomplishment of the military objec- 
tive of their campaign. White Russia and the Ukraine offer cer- 
tain obvious advantages. They permit the transplantation and set- 
tlement of "undesirable” non-German peoples now inhabiting 
European lands which the Nazis want to turn over to their kith 
and kin. Further, the wide spaces of European Russia provide lands 
for intensive agricultural exploitation and contain natural sources 
in certain raw materials which Europe does not have in sufficient 
quantities and cannot now import from overseas. 

But, even with all the material resources of the entire Soviet 
Union thrown in, Germany and dominated Europe cannot hope 
in a foreseeable future to be a match for an America working at 
full speed and capacity. 

What are Adolf Hitler's advantages? He controls directly or in- 
directly the lives of over 300 million people. Of these, some 40 mil- 
lion are skilled and semiskilled industrial workers. (The captured 
or dominated Russian "hordes” cannot be of great value to him 
industrially.) As master of Europe, the Fuehrer can commandeer 
these 40 million workers, largely in disregard of wage or living con- 
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ditions. He can hurl this huge industrial man power at will in any 
direction. Europe has most of the essential industrial materials, 
and in sufficient quantities for its purposes. This is true of coal, 
iron, steel, bauxite, and magnesite. There is not enough gasoline 
and other petroleum products. This shortage can be made up 
by the production of synthetic gasoline from coal, by the exploita- 
tion of the oil wells of European Russia and the Middle East, and 
by cutting to the bone civilian consumption. Continental Europe 
produces just about enough food to feed itself. Its industries and 
plants have long been geared to war output. As master of Europe, 
Hitler has swept away the monopolistic restrictions which held 
down production. Industries and mines can produce at full capacity 
for the conqueror. The Third Reich is able to spend 60 to 70 per cent 
of its national income on arms. 

Each advantage, however, is more than offset by a corresponding 
disadvantage. The transportation system of the Reich and of Eu- 
rope has been put under serious strain; that of European Russia 
was under worse strain, even before the Nazi-Soviet war. Time and 
peace are necessary to set them right. The European skilled laborer 
has to be driven to work as a slave. He has to be supervised and 
policed. Hitler can never hope to subdue the subjugated peasant 
and worker as long as there is an external rallying force which fans 
and maintains the spirit of resistance. England has been this rally- 
ing force. The incentive to continued passive resistance and sabo- 
tage among subjugated peoples has no doubt heightened since 
President Roosevelt's historic address of May 27, 1941, and his sub- 
sequent refusals to consider any peace with Adolf Hitler. Europe 
has the legal and institutional framework to operate at full capacity. 
But it cannot do so because of the constant harassing and potential 
threat of the Royal Air Force. Increasingly, the Nazis have had to 
move their important industries to far-off Czecho-Slovakia and 
Austria. Their shipbuilding has had to be concentrated largely in 
Norway and Denmark. French and Dutch shipyards cannot work 
at full capacity. 

With the best organization in the world and the greatest economy 
in the use of scarce resources, Nazi Germany cannot achieve the 
twofold task fundamental to her victory. She cannot produce both 
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for defense and offense simultaneously. Such an attempt will in- 
evitably impair either or both objectives. It took the Third Reich 
seven long years to build up her offensive weapons for the conquest 
of the Continent of Europe. A battleship like the Bismarck took 
over five years to build, and during most of that period there was 
no Royal Air Force to bomb German shipyards. The additional in- 
dustrial and armament capacity found intact in occupied countries 
is substantial. But this additional capacity is relatively equivalent to 
no more than the armament capacity and efforts which Adolf Hitler 
inherited from the preceding rulers of Germany. 

The British maritime blockade cannot starve Europe, but it can 
and does force Nazi Germany to strain her transportation system, 
and to divert scarce labor and resources from the manufacture of 
offensive and defensive weapons to the production of food. Poland, 
Hungary, Bulgaria, Rumania, and European Russia can be con- 
verted into bountiful granaries, but that again requires time, trans- 
port, men, and machinery. 

The enemies of Nazi Germany seriously faced the task of beat- 
ing Adolf Hitler when the latter was straining to the utmost his 
human, mechanical, and material resources. The Third Reich is 
spending 60 to 70 per cent of its national income on arms. The 
dominated countries are being forced to contribute practically all 
they have toward the military might of the Nazi conqueror. The 
United Kingdom is devoting more than 50 per cent of its national 
income to war effort, but has still a large margin to catch up with 
Germany’s rate of expenditures. The British Dominions, Aus- 
tralia, New Zealand, Canada, and South Africa, are just getting 
into their stride. They contribute only about 25 per cent of their 
incqme to the war effort, and can easily increase this effort without 
either straining themselves seriously or tightening their belts. 

Despite the large absolute size of American defense expendi- 
tures, the armament effort of the United States is relatively puny 
when compared to its wealth and potential capacities. The United 
States is devoting between 10 and 12 per cent of its national in- 
come to war effort. An appreciable increase in the future rate of 
defense appropriations would leave the relative size of war effort 
more or less unchanged. American national income is certain to 
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increase well beyond the current annual level of 80 billion dollars. 
American productive capacity used for defense amounted to only 2 
per cent of the total in 1940, rose to 17 per cent by June, 1941, and 
will still be within 25 per cent of aggregate capacity by the fall of 
1941. Even at the present scale of expenditures and efforts, the war 
output of the United Kingdom and the United States alone will 
probably top that of Germany by the middle of 1942. 

Of the six great English-speaking nations, only the United King- 
dom is directly in the war zone and subject to the same stresses and 
strains as Nazi Europe. The United States, the United Kingdom, 
and the four British Dominions have a total population of over 
200 million. Of this number, some 35 million persons fall within the 
category of skilled workers. This skilled labor force can be easily 
increased by training new recruits and can top that of the Con- 
tinent of Europe in numbers. The English-speaking worker equals 
the European in aptitudes, and enjoys vastly superior wage and 
living conditions. 

The industrial resources at the disposal of this man power are 
also superior to those of Nazi Europe. Even at the present rate of 
exploitation the coal, iron, and steel output of the United States 
alone surpasses the combined production of Europe. The present 
American output of machine tools is five times as large as that of 
Germany. The removal of production restrictions and increases in 
capacity would probably enable the United States to regain soon the 
world leadership in aluminum output which she lost to Germany 
for the first time in 1934. The Western Hemisphere has a practical 
world monopoly in certain substances essential to metallurgy, such 
as nickel, molybdenum, and vanadium, and is the greatest producer 
of copper. It has also the richest oil deposits, most of which are lo- 
cated near the sea. The United States, the United Kingdom and the 
four British Dominions do not have to produce buna, or artificial 
rubber, out of coal because they can procure the natural product 
from the East Indies. They can also get tin from the same source. 

The United States and the four British Dominions are all large 
producers and exporters of food. Their granaries are chock-full of 
surplus wheat and corn. There is no shortage of other foods, either 
of meats, butter, or dairy produce. 
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Despite all the sinkings and damage during the first two years of 
war. Allied and American merchant fleets have a gross tonnage 
three times that of vessels in the hands or under the control of 
Nazi Germany. American, English, Canadian, and Australian ship- 
yards are working at full speed and are increasing their capacity. 
During the last war American shipyards alone increased their out- 
put of merchant vessels nearly tenfold, from about 350,000 tons in 
1916 to 3,580,000 tons in 1919. The British and American Navies 
are adequate to make secure freedom of commerce in the seven 
seas. 

The English-speaking nations outside the direct war zone are 
confronted by bottlenecks, necessities for adjustment, and by cer- 
tain sacrifices which do not touch the essentials of life. These, 
however, are insignificant when compared to the handicaps and 
hardships under which Nazi Europe lives and functions. The 
United States and the four British Dominions can produce all the 
necessary airplanes, guns, and munitions, and yet not deny them- 
selves butter. 

In so doing they will have helped the English people carry on a 
gallant struggle to certain victory. This valiant people has carried 
on the fight knowing full well that they will not be the principal 
beneficiaries in a victory which they will have won largely with 
their own flesh and blood. They realize that England will be 
battle scarred and worn, and that the forces of geography and of 
industrial and natural resources will have made the United States 
the supreme nation of the world. The people of England do not 
begrudge this because they know that in that world there will not 
prevail the nightmare of Hitler's infernal kingdom of masters and 
slaves. They do not begrudge this because they feel certain that 
the triumphant force in that world will be President Roosevelt's 
Four Freedoms: freedom of speech, freedom of religion, freedom 
from want, and freedom from fear. 


APPENDIX 

PROGRAM OF THE NAZI PARTY 


T HE official program of the National Socialist Party, the full text 
of which follows, was drawn up in 1920 by Anton Drexler, 
original founder of the Party, Gottfried Feder, an engineer who was 
for a long time the official economist of the party, and Hitler him- 
self. The origin, nature, and purpose of the program are explained in 
the following terms by Hitler in Mein Kampf : 

"If the concept of race is to grow from the vague washing of 
today into a clear success, it must single out from the wide world 
of its ideas certain guiding principles calculated by their nature 
and their substance to attract and hold a great mass of people — 
specifically, that mass which alone can guarantee the battle of this 
idea as a world-concept. That mass is the German working class . . . 

"For this reason the program of the new movement was summed 
up in a few guiding principles — twenty-five in all. They^are intended 
to give a rough picture of the movement's intent primarily to the 
man in the street. They are to a certain extent a political profession 
of faith, on the one hand enlisting support for the movement, and 
on the other binding and welding the recruits together through the 
medium of a generally accepted obligation . . . 

"At the same time the following realization must never be 
lost sight of: Since the so-called program of the movement, while 
undoubtedly absolutely sound in its ultimate aims, has had to 
be formulated with due consideration to the psychological factors 
of the moment, the conviction may in the course of time doubtless 
arise that certain tenets ought to be worded differently, or be better 
formulated. But any such attempt frequently works out disas- 
trously; because this opens to discussion something which ought 
to be unshakably firm . . . 

"In the program of the Twenty-Five Theses the National-Socialist 
German Workers' Party has a foundation which must remain im- 
mutable . . . 
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'Therefore it is not only the movement's right but its duty to 
feel itself the vanguard and thus the incarnation of these ideas." 

Disputes within the Party over its tenets obliged Hitler in 1926 
to declare the program immutable. This was embodied in a declara- 
tion of a General Assembly of the Party held on May 22, 1926. 
Hitler had, however, explained in Mein Kampf that "the greater 
the number of followers the less will the essence of our movement 
lie in the letter of our tenets than in the meaning we can succeed in 
giving them." The character of eternal revolution and of "dynam- 
ics" has always dominated Hitler's ideas and is embodied in the 
preamble to the program. 

Nonetheless, the program "for the masses" deserves careful scru- 
tiny. It contains all the leading ideas of the movement: anti-Judaism, 
Volk, the Master Race, Pan-Germanism, the Prussian or Spartan 
concepts about State, service, education, and army, and "socialism" 
— the right of everyone to secure employment and means of exist- 
ence coupled with the obligation to work. 

With regard to the broader popular or "Socialistic" aims of the 
movement, Hitler had issued two clear warnings in Mein Kampf . 
The first reads thus: "No sacrifice is too great if it is made in the 
interest of safeguarding political freedom. Whatever is taken away 
from cultural aspirations by an exceedingly strong development 
of the military powers of the State, will later be restored fully." The 
second warning is to the effect that the process of improving the 
German workers' social and cultural position "will not be finished 
in ten or twenty years; experience shows that it embraces many 
generations." 

That the program of the National Socialist party has not lost any 
of its pristine strength and its fundamental character — as a program 
for the masses — is clearly indicated by the fact that most of its essen- 
tial terms were textually incorporated in Marshal Petain's message 
of July 10, 1940, giving the death knell to the Third French Republic 
and ringing in the birth of the New Order. 

The Program should be read in conjunction with the observations 
contained in the opening chapters of this book. 


PROGRAM OF THE NAZI PARTY 


TEXT OF THE PROGRAM OF THE NATIONAL 
SOCIALIST PARTY 


Translated fairly literally from the Ger- 
man text contained in Alfred Rosenberg's 
pamphlet , “Wesen., Grundsaetze und Ziele 
der N.S.D.A.P Munich , *923. 


'The program of the German Workers' Party * is a time- 
program. t The leaders refuse, when the aims herein set forth have 
been attained, to formulate new objectives solely and merely with 
the object of ensuring the continued existence of the Party by arti- 
ficially fanning a spirit of unfulfillment among the masses. 

“1. We demand, on the basis of the right of peoples to dispose 
of themselves, the reunion of all Germans in one Greater Germany. 

“2. We demand that the German Volk enjoy rights equal to 
those of all other nations and that the treaties of Versailles and of 
Saint-Germain should be abolished. 

"3. We demand areas and lands (colonies) to support our peo- 
ple, and the possibility of emigration for our excess population. 

“4. Only our Volksgenosse t shall be citizens. Only he who is 
of German blood, whatever his creed may be, can be our Volks- 
genosse. No Jew can, therefore, be our Volksgenosse. 

"5. He who is not a citizen may not live in Germany except as a 
guest and subject to the jurisdiction relating to foreigners. 

“6. Only a citizen has the right to make decisions regarding the 
conduct of State affairs and to draw up laws. Therefore, we demand 
that all public functions, of whatever nature they may be, in the 
Reich or in the states or in the Communes should not be exercised 
by anyone other than citizens. 

We fight against that corrupting parliamentary system which 

* Name of the party at the time the program was drawn up. The name was 
changed to National Socialist German Workers' Party (Nationalsozialistische 
Deutsche Arbeiter Partei — abbreviated N.S.D.A.P.) as from April, 1920. 

t “Zeitprogramm” — literally a program of the times. The term can mean 
alternately a temporary program or a definitive program. 

1 Translated best as “kith and kin," “kinsfolk,” “bloodbrethren.” 
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allocates jobs on the basis of party considerations and in disregard 
of moral character and capacities. 

“7. We demand that the State consider as its first duty the se- 
curing of work and of means of existence for its citizens. When it is 
not possible to support the entire population, the citizens of other 
nations (non-citizens) should be expelled from the Reich. 

“8. All new immigration of non-Germans should be stopped. We 
demand that all non-Germans who have entered Germany since 
August 2, 1914 should be obliged to leave Germany immediately. 

“9. All citizens should enjoy equal rights and should be subject 
to the same duties. 

"10. The first duty of each citizen should be that of work, intellec- 
tual or corporal. The activity of the individual should not run coun- 
ter to the interests of the community, but should be effected within 
the framework of the latter and should serve the commonweal. 

We' demand therefore: 

“11. The abolition of revenue which is not the product of labor 
and of effort: the smashing of the tyranny of interest. 

“12. In view of the terrible sacrifices in money and blood which 
every war inflicts on the people, all personal enrichment arising 
from the war should be considered as a crime against the people. 
We demand, therefore, the integral confiscation of all wartime 
profits. 

"13. We demand the nationalization (etatisation) of all existing 
trusts. 

"14. We demand the participation of employees in the profits of 
the big enterprises. 

"15. We demand a complete reform of the organization of old- 
age assistance. 

"16. We demand the creation of a healthy middle class and its 
conservation, the immediate “communalization” of the big stores 
and their transference, at moderate prices, to small entrepreneurs, 
the most benevolent attitude toward small enterprises, which are to 
be encouraged by the placing of orders by the Reich, the States and 
Communes. 

"17. We demand a thorough land reform adapted to our national 
needs, a law permitting the expropriation, without indemnities, of 
land serving the commonweal, the abolition of the system of mort- 
gage and a ban on speculation in real estate. 

"18. We demand a merciless fight against all those whose acts 
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are harmful to the interests of the community. Those who commit 
crimes against the people; the usurers, the profiteers, etc., shall be 
punished by death regardless of creed or race. 

“19. We demand that the system of Roman law, which is at the 
basis of the materialistic organization of the world, should be re- 
placed by a system of German law. 

“20. In order to permit every gifted and hard-working German 
to attain superior education and enable him to aspire to leading 
positions, we demand a complete reform of our system of public 
education. The programs of all educational institutions should be 
adapted to the exigencies of practical existence. The concept of 
State must be inculcated at school from the very moment the in- 
telligence of the child begins to awaken. We demand that poor 
children, particularly those who are highly gifted, should be edu- 
cated at the expense of the State regardless of the social position or 
the profession of their parents. 

“21. The State should concern itself with public health, protect 
mother and child by forbidding child labor, by instituting obligatory 
sport and gymnastics and by subsidizing all associations engaged 
in the physical education of youth. 

“22. We demand the abolition of a professional army and the 
creation of a people's army (Volksheer). 

"23. We demand legal action against all intentional political 
lies and their propagation in the press. In order to permit the crea- 
tion of a German press, we demand: 

(a) That all directors and collaborators of newspapers which ap- 
pear in the German language should be Volksgenosse; 

(b) That all non-German newspapers may not appear without 
the authorization of the State. They should not be permitted 
to appear in the German language; 

(c) That all financial participation by non-Germans in German 
newspapers, and all attempts to influence them, shall entail the 
closing down of the paper and the immediate expulsion from 
the Reich of the guilty. 

Those newspapers which in any way offend against good morals 
shall be prohibited. We demand a pursuit in law against any 
artistic or literary movement which has disintegrating effect on 
the life of our people; the institutions which act contrary to 
the above stipulations should be closed. 

"24. We demand the tolerance of all religious views in the State 
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in so far as these do not place the existence of the State in danger 
or do not offend the customs and moral sentiments of the Germanic 
Race. 

The Party, as such, defends positive Christianity without in any 
way tieing itself to any particular sect. It combats the Jewish ma- 
terialistic spirit within us and without us, and is convinced that a 
permanent renaissance of our people is possible only in so far as it 
comes from within and in so far as it is based on this principle: 

COMMONWEAL BEFORE PRPVATE INTERESTS . 

“25. For the accomplishment of all the above points, we demand 
the creation of powerful central authority in the Reich, The central 
Parliament should dispose of absolute authority over the entire 
Reich. 

Professional chambers shall be created in the different confed- 
erated States for the execution of the laws promulgated by the 
Reich. 

The leaders of the Party swear to fight for the integral realization 
of the above program and, if necessary, to sacrifice their lives toward 
that end. 

Munich, February 24, 1920 ” 

“A General Assembly of the Members of the N.S.D.A.P., after 
the most careful and full deliberation, decided on May 22, 1926, that 

This Program is Immutable ” 
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GENERAL BIBLIOGRAPHICAL NOTE 

No detailed bibliographical list is called for on the better known 
aspects of Nazism and of the development of the Third Reich be- 
cause competent bibliographies are readily available. In view of the 
frequent references in the text to the source material used, there is 
similarly no need for an exhaustive list of periodicals and other 
material employed. This bibliography will confine itself, therefore, 
to drawing attention to general works which are not well known or 
widely used in the United States, and to giving references to sources 
containing the more important, or seemingly incredible, facts and 
figures found in The Spoil of Europe . Certain notes have been added 
to explain the degree of usefulness — to the author — of the various 
books and sources cited in this bibliography. 

I. GENERAL WORKS ON NAZISM AND THE THIRD 
REICH 

A. Hitler's Mein Kampf still remains the most important book 
on Nazism, its ideology, aims, structure, and functioning. The quo- 
tations that have been reproduced in The Spoil of Europe are mostly 
from the authorized American translation (quotations by permis- 
sion of and special arrangement with Reynal and Hitchcock, pub- 
lishers, and Houghton Mifflin Company, proprietors of the copy- 
right). In a few cases the author has preferred to depart from this 
translation, and to translate directly from the German text (Eher 
Verlag, Munich). 

Next to the new Bible of Germandom comes The Nazi Primer , 
the Official Handbook of Schooling the Hitler Youth (Harper 
Brothers, 1938) . Equally simple and no less useful is E. O. Lorimer's 
What Hitler Wants — a “Penguin Special” of Penguin Books, Ltd., 
1939. This book also contains a concise English summary of Alfred 
Rosenberg's Der Mythus Des Zwanzigsten’ s fahrhunderts. Stephen 
H. Robert's The House that Hitler Built , 1938, falls in the same 
category. Aurel Kolnai's The War Against the West , 1938, is an 
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invaluable source book on the philosophical and politico-socio- 
economic background and aspects of Nazism; it also contains a 
very detailed and competent bibliography. Equally important to 
an understanding of Nazism are Konrad Heiden's three books: 
History of National Socialism , 1934; Hitler , 1936; and One Man 
Against Europe , 1939. The reader should not neglect Otto Strasser s 
Germany Tomorrow , 1940; this book is revealing because of the 
difference it purports to show between the “minority” and “major- 
ity” schools of the Nazi movement. J. K. Pollock's The Government 
of Greater Germany , 1938, is a very useful handbook on the political 
system and administration of the Third Reich. In this connection 
reference should be made also to Handbuch fuer Das Deutsche 
Reich, C. Heymans Verlag, Berlin. On the Nazi attitude and writ- 
ings on the subject of the United States and the Western Hemi- 
sphere see Axis America by R. Strausz-Hupe, 1941. 

The general, as well as the specialized, reader should not fail to 
consult an important monograph issued in July, 1941, by the 
(American) Committee for National Morale, entitled German 
Psychological Warfare, Survey and Bibliography. 

II. WORKS ON NAZI ECONOMIC SYSTEM AND 
DEVELOPMENT 

Available works on this subject in the English language show 
considerable deviations in analysis and, more important still, in in- 
terpretation and stress. Straightforward but very concise accounts 
will be found in Economic Conditions in Germany to March , 1936, 
a publication of the (British) Department of Overseas Trade; 
K. Loewenstein's Hitler's Germany, 1939; and Regulation of Eco- 
nomic Activities in Foreign Countries , Chapter II, Monograph 
No. 40, of the (U.S.A.) Temporary National Economic Committee; 
R. A. Brady's The Spirit and Structure of German Fascism , 1937, 
not infrequently interprets the Nazi economic system as a method 
designed to preserve the capitalistic system. On the other hand, 
G. W. Guillebaud's The Economic Recovery of Germany 1933- 
1938, 1939, often interprets the economic system and development 
of the Third Reich as if they were designed for the primary object 
of promoting the economic well-being of the masses of Germany. 
The reader should also consult H. Laufenburger's La Nouvelle 
structure economique du Reich, 1938, and A. Piatier's Le controle 
des devises dans Veconomie du III e Reich, 1937. 
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Recourse must, however, be had to works in the German language. 
Most of these have a decided bias in favor of Nazism and interpret 
the system and its development in the best possible light. This 
aspect of Nazi economic literature can, however, be easily detected 
and discarded by the reader. Only a few works need be consulted 
in this connection, especially the following five: Jens Jessen's Volk 
und Wirtschaft , 1935, an< 3 Grundlagen der Voikswirtschaftspolitik , 
1937, both issued by Hanseatische Verlagsanstalt, Hamburg. The 
former contains at the end of each chapter detailed bibliographical 
references. On the structure and functioning of the Nazi economic 
system reference should be made to A. B. Krause's Organisation von 
Arbeit und Wirtschaft , 1935, and Die Organisation den Gewer- 
blichen Wirtschaft , 1939, Verlag Hoppenstedt & Co., Berlin. For 
details on the multitudinous socioeconomic organizations of the 
Third Reich the reader should consult the official Nazi economic 
handbook: Jahrbuch der Nationalsozialistischen Wirtschaft , issued 
both in 1935 and 1937. 

III. PERIODICALS AND OFFICIAL JOURNALS 

German economic periodicals which are essential to following 
developments in the Third Reich and in countries occupied or 
dominated by Germany are listed below in the order of usefulness 
—to the author: 

Die Deutsche Volkswirtschaft , thirty-six numbers yearly since 
1932. A semiofficial Nazi Party publication which represents the 
views of persons like Funk and Ley, and which has so far fairly 
correctly anticipated the Government's economic policy. Edi- 
torials, and special numbers on occupied or dominated countries, 
are particularly noteworthy. 

Der Deutsche Vo Ikswirt, a weekly organ of the conservative Ger- 
man business interests and of older Reich bureaucracy. Useful for 
facts and figures. Editorial writing frequently misleading, as a 
result of either wishful thinking or of deliberate policy — this 
journal is widely known abroad. 

Institut fuer Konjunkturforschung. The publications of this In- 
stitute, particularly its special studies, contain valuable data. The 
interpretation should be carefully weighed as it is sometimes 
misleading both as regards official policy and the true state of 
affairs. 

Der Vierjahresplan , semimonthly official organ of Marshal Goe- 
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ring's organization, contains authoritative articles and sometimes 
useful clues to the future. 

Wirtschaftsdienst . This long-established organ of the Hamburg 
World Economic Institute has veered increasingly to the powers 
that be. It is being used by the latter particularly in connection 
with articles and information on the establishment of the New 
Order in Northern Europe and overseas; not a few Party notables 
plan a resurrection of the Hanseatic towns to their medieval im- 
portance. 

Bank-Archiv , a leading bank magazine of Berlin, is apparently 
following the footsteps of the Wirtschaftsdienst . It has become 
an organ for the expression of official and semiofficial views on 
the banking and financial problems of the New Order. 
Monatshefte fuer N S.-Sozialpolitik, an official organ of the 
Labor Front, should be consulted on matters relating to the labor 
and “social” problems of the New Order. 

The Reichsgesetzblatt contains laws, decrees, rulings having the 
force of law, and treaties and international conventions. The Reichs - 
arbeitsblatty the official labor gazette, contains labor and social 
legislative documents. Wirtschaft und Statistik , the semimonthly 
organ of the Reich Statistical Office, is the source for most of the 
German economic data used. 

The author has also consulted the available publications of the 
occupied countries, notably, economic periodicals, and annual re- 
ports and monthly bulletins of the central and commercial banks. 
The International Labour Review of the International Labour Of- 
fice, now published in Montreal, Canada, contains an invaluable 
digest of information on industrial and labor conditions in Europe. 
Equally invaluable material is provided by the Foreign Commerce 
Weekly of the U.S. Department of Commerce, Foreign Agricul- 
ture of the U.S. Department of Agriculture, and the Mineral Trade 
Notes of the U.S. Bureau of Mines. 

IV. DAILIES 

For information on more recent events and measures on the 
Continent of Europe the author has relied heavily on the follow- 
ing dailies: the New York Times , the New York Herald-Tribune , 
the Chicago Daily News , the Christian Science Monitor , the Lon- 
don Times , the Financial News of London, and the Neue Zuercher 
Zeitung. 
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CHAPTER 2 

For a recent analysis of the foreign policy of the Vatican the 
reader is referred to two articles by George La Liana, professor of 
Church History at Harvard University, appearing in the April, 1940, 
issue of Foreign Affairs and in the November 30, 1940, number of 
the Nation. Discussions on the position of English Catholics in the 
present conflict will be found in the October and November, 1940, 
issues of the New Statesman and Nation of London. 

CHAPTER 3 

The maps on medieval and Nazi Europe have been sketched on 
the basis of official Nazi literature and standard historical atlases, 
such as those of Droysen and of F. W. Putzgers. The latter's is a 
school atlas used by most German students. For a more detailed 
sketch of the probable political and administrative map of Nazi 
Europe the reader is referred to Norbert Krebs's Atlas Des Deut- 
schen Lebensraumes in Mitteleuropa. , August, 1937, particularly 
map No, 41 entitled Die Deutschen Gaue , Marken und Herzogtue- 
mer in 10 Jahrhunderts. 

CHAPTER 4 

The German text and a good English translation of the Organic 
Law of Bohemia and Moravia will be found in the Bulletin of the 
National Bank of Bohemia and Moravia, No. 149, 3rd issue for 
1939, pages 111-112. 

CHAPTER 6 

On the new educational system see, inter alia, Associated Press 
dispatch from Brussels (via Berlin) appearing in the Christian 
Science Monitor of January 23, 1941, and Dr. Raymond B. Fosdick’s 
annual report for 1940 to the Rockefeller Foundation, summarized 
in the New York Times of March 21, 1941. 

The account on book purges in France is based on documentary 
evidence collected by Richard H. Heindel, fellow of the U.S. Library 
of Congress, summarized in an article in the Christian Science 
Monitor of January 25, 1941, and on a Vichy dispatch of April 10, 
1941 to the Chicago Daily News. The facts were confirmed by 
Dr. Nicholas Murray Butler, President of Columbia University, in 
a public statement issued on May 17, 1941. On purge of Czech 
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books see the London Times of November 28, 1940. On purge of 
Norwegian books see Associated Press dispatch from Berlin, dated 
April 28, 1941. 

chapter 8 

On treatment of foreign property in occupied lands see, inter 
alia, special number of Wirtschaftsdienst of October 18, 1940 — 
article by Carlo Otte; special number of Die Deutsche Volkswirt- 
schaft on Bohemia and Moravia, 2nd April issue of 1940, particularly 
pages 321-322; Der Deutsche Voikswirt , especially article on “Who 
Pays for the War” by Professor Hettlage in the issue for December 
20, 1940; and Bank-Archiv. 

CHAPTER 9 

The account is based on German official sources. For Reich de- 
crees on credits to be issued by Reichskreditkassen see Reichsgesetz - 
blatt, especially that of May 17, 1940, pages 770-772. See also Der 
Vierjahresplan of February 5, 1940, article by Emil Puhl, and special 
issue of Bank-Archiv , No. 1,1941. 

CHAPTER 1 O 

Statutes of the Bank of Issue in Poland: V erordnungsblatt Des 
Generalgouverneurs fuer Dei Besetzten Polnischen Gebiets , 1939, 
No. 14, December 23, 1939, pages 235-43. Operations explained 
by Reichsbank Vice-President Puhl in Der Vierjahresplan of Febru- 
ary 5, 1940. On Bank of Issue in Brussels see Der Deutsche Voikswirt 
of July 26, 1940, pages 1540-1541, and Bank-Archiv of October 15, 
1940. On evolution of central banks in other occupied countries 
consult particularly special issue of Bank-Archiv , No. 1, 1941, con- 
taining articles by Kretschmann of the Reichsbank; Wohlthat, 
Reich Commissioner with the Netherlands Bank; von Becker, Reich 
Commissioner with the National Bank of Belgium; and Bramsnaes, 
Governor of Denmark's National Bank. See also annual report of 
the Reichsbank for 1940, reproduced in full in the Frankfurter 
Z eitung of March 10, 1941, and annual reports for 1940 of the Bank 
of France and the Netherlands Bank. 

CHAPTER 1 2 

For the “model” legislation on the control of commercial banks 
and other credit institutions see V erordnungsblatt Des General - 


BIBLIOGRAPHY 


33 1 

g ouverneurs fuer Die Besetzten Polnischen Gebiets , 1939, No. 14, 
December 23, 1939, pages 236-238. For almost identical version for 
Occupied France see Journal Officiel , July 22, 1940. On German 
banking infiltration see, for example, Die Deutsche Volkswirtschaft , 
1940, No. 11, pages 321-322; Der Deutsche Volkswirt , August 23, 
1940, page 1709; and Bank-Archiv, No. 1, 1941. On the new insur- 
ance monopoly see, inter alia, Berlin dispatch to the New York 
Times of March 31, 1941. 

CHAPTER 1 3 

The Nazi version of the organization and functions of the War 
Economy Board and the Economic Mobile Units will be found in 
Der Deutsche Volkswirt of October 18, 1940, in an article by Hans 
Baumgarten entitled Die Neue Waffe. The factual material on 
the quantitative achievements of the organization in occupied coun- 
tries has been pieced together from the Foreign Commerce Weekly 
of the U.S. Department of Commerce and current information 
published in the leading American and German dailies. 

CHAPTER 17 

On Benjamin Franklin's views on the monetary system see his 
Autobiography , and on currency experiments in Pennsylvania con- 
sult R. A. Lester's “Currency Issues to Overcome Depression in 
Pennsylvania, 1723 and 1729" in the Journal of Political Economy , 
June, 1938. 

Professor Hettlage's figures are contained in an article in Der 
Deutsche Volkswirt of December 20, 1940. 

chapter 1 8 

For description of laws and agreements on market protection and 
delimitation see special numbers of Die Deutsche Volkswirtschaft 
on Austria and Bohemia and Moravia. O11 German economic in- 
filtration in Danubian and Balkan countries see, for example, South- 
Eastern Europe , 1939, the Royal Institute of International Affairs. 
The French text of the German-Rumanian treaty of March 23, 
1939, will be found in the monthly Bulletin of the National Bank 
of Rumania, May, 1939, pages 214-215. On German views on the 
significance of this treaty see German Institute for Business Re- 
search, Weekly Report dated April 6, 1939. On Poland see Dr. Max 
du Prehl’s Das Deutsche General Gouvernment Polen 7 1940, Buch- 
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verlag Ost, Krakau, and Der Deutsche Volkswirt , August 23, 1940, 
pages 1708-1709, and passim. On other occupied countries: Der 
Deutsche Volkswirt , especially October 4, 1940, page 9 (Holland), 
and November 1, 1940, page 173 (Belgium); the Foreign Commerce 
Weekly of the U.S. Department of Commerce and daily press. On 
standard of living in Scandinavia see special number of Wirt- 
schaftsdienst of October 18, 1940, particularly article on pages 841- 
844. 

CHAPTER 1 9 

See, for example, Der Deutsche Volkswirt and Wirtschaftsdienst 
(especially issues referred to under Chapter 18); Die Deutsche 
V olkswirtschaft , passim; Die Deutsche Wirtschaftszeitung, , press 
organ of the economically supreme Reichswirtschaftskammer; the 
Foreign Commerce Weekly of the U.S. Department of Commerce; 
Mineral Trade Notes of the U.S. Bureau of Mines; and daily Ger- 
man and American (dispatches direct from occupied countries or 
the Reich) press. On organization of Dutch economy see also 
Neue Zuercher Zeitung of November 23, 1940, dispatch from The 
Hague. On the “Sybelac” see also Der Deutsche Volkswirt of July 
19, 1940, page 1498, Law on new industrial organization of France 
in Journal Officiel , August 18, 1940, pages 4731-4733. On the new 
Italian industrial “collaboration" with the Reich see the press organ 
of the Fascist Confederation of Industrialists, Uorganizzazione In- 
dustrial , February 19, 1941. 

CHAPTER 2 O 

Source: mostly German official announcements and figures re- 
produced or summarized in 'Berlin dispatches to American press, in 
The International Labour Review— in the digest in the second half 
of the publication, and in Foreign Commerce Weekly of U.S. De- 
partment of Commerce (for example, issue of January 18, 1941, on 
the wages of Belgian workers). On Czechoslovakia also special 
number of Die Deutsche V olkswirtschaft, 2nd April issue, 1940, 
article by Erich von Wedelstaedte; Reichsarbeitsblatt , December 
2;, 1939, pages II 477-II 480, article by Dr. Schroeder; and Der 
Deutsche VolksvArt , March 15, 1940, article by J. Boes. On Scan- 
dinavia also Wirtschaftsdienst , special issue for October 18, 1940; 
on the wages of Danes in Germany special dispatch from Copen- 
hagen to the Christian Science Monitor of March 10, 1941. 
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CHAPTER 2 1 

German periodicals, especially special number on Bohemia and 
Moravia of Die Deutsche Volkswirtschaft , and the Foreign Com- 
merce Weekly of the ILS. Department of Commerce. 

CHAPTER 2 2 

Complete text of the Joint Declaration of March 15, 1939, of the 
Reichsgruppe Industrie and the Federation of British Industries is 
contained in Nachrichten fuer Aussenhandel, Berlin, March 16, 
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